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LTHOUGH since 1933 there have 
been several periods of short-lived 

business recovery, the most dis- 
couraging element in our individual 
situation still remains, and that is the 
widespread unemployment. There can 
be no real recovery until this situation 
is relieved. Nor will it be satisfactory 
to have this relief come from the absorp- 
tion of the unemployed in various forms 
of made work on the part of govern- 
ment. For however desirable and neces- 
sary that may be from the purely 
humanitarian standpoint, it cannot be 
accepted as a satisfactory solution of 
the unemployment problem. 

And this method of alleviating un- 
employment should be carefully scruti- 
nized. Leaving out the charges of 
political coercion of those publicly em- 
ployed, other consequences of present 
policies are open to serious objections. 
Who that has observed the actual op- 
erations of many of these projects can 
have failed to note the slipshod and 
wasteful methods employed, the slack 
discipline, and the consequent demoral- 
ization of those engaged in these en- 
terprises? More than that, one may 
sharply arraign the wisdom of the 
policies themselves. Throughout this 
long and agonizing depression, we have 
been pouring out billions on projects 
of various kinds which have provided 
work, but which have not furnished that 
added volume of goods sorely needed 
to bring prices within the purchasing 
power of the millions of our people 
with diminished incomes. Moreover, 
many of these projects, while in them- 
selves of a character to enhance the 
Joy of living, properly belong in the 
class of luxuries to be had in times of 
abundant prosperity. They could be 
ill afforded when millions were im- 
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poverished and the country burdened 
with an enormous and rapidly increas- 
ing debt. 

As to the price policy, not only have 
curtailment of production and scarcity 
been fostered for the purpose of rais- 
ing prices, but currency and credit 
manipulation have been employed with 
the same end in view. 

But the most serious obstacles to 
business recovery are yet to be enu- 
merated. That confidence which is 
widely considered essential to business 
stability has been impaired in several 
respects. Abandonment of the gold 
standard, repudiation of the gold con- 
tract in bonds of the United States 
(done in defiance of the decision of the 
Supreme Court), devaluation of the 
dollar, the foolish silver buying policy, 
the authorization of the issue of $3,- 
000,000,000 of “greenbacks,” these were 
some of the serious blows struck at 
confidence at a point where it is pre- 
cisely most vulnerable. 

That business has survived at all un- 
der these attacks constitutes a high 
tribute to the resisting powers of our 
national economy. 

Fundamentally, the real point of the 
whole matter lies right here: govern- 
ment, in its attempt to end unemploy- 
ment, has expended many billions of 
dollars and piled up a public debt of 
unprecedented and perhaps dangerous 
proportions; it has also resorted to ex- 
periments of all kinds, many of them 
strange, radical and disqueting; and 
yet, in its attempts to remedy unem- 
ployment, it has wretchedly and miser- 
ably failed. 

The time is ripe for a change, and 
we must at last turn to that source from 
which alone has ever proceeded a rea- 
sonable degree of permanent prosperity 
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and adequate employment of American 
labor—the country’s business enter- 
prise. 

One may readily concede to recent 
government policies the credit of good 
intentions; one may even go beyond 
this and applaud much of the legisla- 
tion designed to alleviate the situation. 
But, unfortunately, these good inten- 
tions and wise measures have been more 
than counterbalanced by intentions 
that were destructive, not to business 
alone, but to our entire social organ- 
ization and our system of constitutional 
government, and by legislation seriously 
hampering sound business operations. 

American enterprise has its respon- 
sibilities which are not to be shirked. 
Higher ethical standards imposed from 
within, and a deepened sense of social 
obligation are among the requirements 
plainly indicated by the spirit of the 
times. Nor will any good result from 
a querulous antagonism to every meas- 
ure proposed by government. These 
measures must be judged on_ their 
merits without regard to their source. 

For a good many years now govern- 
ment has been trying to reduce unem- 
ployment. In this effort enormous 


sums have been spent, and practically 
without the desired result. 

It is time to halt these rash experi- 
ments, to curb wasteful outlays of pub- 


lic funds, 
chance. 


and to give business a 


© 
THE A. B. A. CONVENTION 


RATHER familiar were most of the 

problems considered at the recent 
convention of the American Bankers 
Association at Houston, Texas. There 
was Mr. Jones, chairman of the Recon- 
struction Finance Corporation, who 
chided the bankers for not responding 
more widely to his appeal for greater 
liberality in their lending policies, and 
there was Mr. Adams, who presided at 
the convention, still preaching economy 
and the need of economic education for 
bank depositors. 

But while these ideas are far from 
new, their importance is by no means 
lessened because of that fact. So much 
has been said about the divergent views 
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of government and banks as to the lend- 
ing policies of the latter, that little of 
value can be added to the discussion, 
It is enough, perhaps, to say that gov- 
ernment is in a position to be liberal 
with the money of others—a privilege 


denied to the banks. 


It is highly desirable, as Mr. Adams 
declared, that bank depositors should 
be better informed regarding sound 
economic principles. That such edu- 
cation should include bankers them- 
selves, economists and financial editors, 
is something quite possible. It is un- 
deniable that such principles exist, but 
their capture and retention have thus 
far proved somewhat elusive. 


The position taken by the bankers in 
regard to taxation, excessive spending, 
and fantastic pension schemes, is to be 
highly commended. As usual, the mem- 
bers of the American Bankers Associa- 
tion at their Houston convention clearly 
declared their position in regard to 
those principles and policies on which 
the prosperity of the country depends. 

In one respect only the convention 
seemed somewhat insufficiently respon- 
sive to a matter of vital concern to the 
banks, and that is the future of bank- 
ing in this country. That many bankers 
are deeply concerned as to this future 
is well understood. Probably the bank- 
ers at Houston thought it best to leave 
the problem in the hands of time, hop- 
ing for a return to more normal condi- 
tions and a saner outlook respecting 
the conduct of all business, including 


banking. 
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NEW DEAL MONETARY POLICIES 


HE Economists’ National Committee 

on Monetary Policy has recently 
made available to the public an ap- 
praisal of New Deal monetary policies 
prepared by Dr. Walter E. Spahr, Pro- 
fessor of Economics of New York Uni- 
versity. In a careful analysis, Dr. Spahr 
discusses the suspension of specie pay- 
ments, the gold-buying program, the 
devaluation of the dollar, the silver- 
purchase program, the announced policy 
of “restoring” the price level, pump 
priming, the “managed” currency thesis, 
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and the proposal to maintain a stable 
price level. 


Dr. Spahr suggests that two major 
mistakes of New Deal monetary policy 
were the failure of the United States to 
codperate in the London Economic 
Conference of 1933, and the Govern- 
ment’s determination to embark upon a 
policy of attempting to raise prices and 
create prosperity by arbitrary manipula- 
tion of the gold value of our incon- 
vertible paper money. His analysis 
brings out clearly the deficiencies of 
currency manipulation as a device to 
restore harmony in prices between agri- 
culture and industry and the many 
forces besides the price of gold that 
determine the commodity price level. 


That the devaluation of the dollar by 
41 per cent. was unnecessary and the 
cause of many of our difficulties is one 
of the points carefully treated by Dr. 
Spahr. Had the Government permitted 
the dollar to find its natural value fol- 
lowing the suspension of specie pay- 
ments, says Dr. Spahr, it would have 
settled at a level which would have 
given us a price of gold considerably 
below $35 an ounce. If the paper 
money price of gold had been fixed in 
harmony with the price level prevailing 
in January, 1934, when the dollar was 
devalued, the price of one ounce of 
gold would have been $24.80, since the 
price level had risen 20 per cent. above 
the level of March, 1933. The New 
Deal claims that devaluation was re- 
sponsible for an increase in exports and 
a reduction in the domestic debt bur- 
den are shown to be fallacious. 

Concerning the significance of gov- 
ernment borrowing at low interest rates, 
a prime objective of New Deal mone- 
tary policies, few will disagree with 
Dr. Spahr’s statement that the sharp 
reduction in the rates of interest at 
which the Federal Government borrows 
is not so much a reflection of the sound- 
ness of the Government’s credit as of 
a state of widespread business depres- 
sion, lack of general confidence in pros- 
pects for good business, competition of 
government lending agencies, and small 
demand in business circles for loanable 
funds. As has also been pointed out 
recently by the president of the Ameri- 
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can Bankers Association, Dr. Spahr 
shows that the monetizing of the Gov- 
ernment debt at excessively low interest 
rates is injuring all investors in govern- 
ment and other securities, many of the 
investors constituting some of our most 
valuable social institutions. 

His analysis of New Deal monetary 
policies has led Dr. Spahr to the fol- 


lowing conclusions: 


1, The Government’s method of monetiz- 
ing its debt, combined with its other poli- 
cies, has changed the character of the 
banking assets in such a manner that the 
commercial banking system now Carries 
within itself the seeds of much further 
trouble, 

2. The present problems of this country 
which are involved in its huge accumulation 
of gold are largely the direct result of the 
fact that our Government arbitrarily fixed 
the price of gold at the artificial and ex- 
cessively high price of $35 per fine ounce. 

3. Uncertainty as to the Government’s 
future monetary policies has filled the 
minds of the American people with doubts 
and fears. These are reflected in the ex- 
ceedingly small flow of capital into business 
enterprise, in the low velocity of bank de- 
posits, in lack of commercial borrowing, in 
business hesitation and stagnation, in heavy 
unemployment. 

4. The quest for economic prosperity and 
stability will be futile if pursued in the di- 
rection of attempting to abandon the gold 
standard and of adopting a “managed” cur- 
rency scheme resting upon inconvertible 
paper money. 

5. The silver policies of the Government 
cannot be defended. There is apparently 
no more reason for subsidizing the producers 
of silver than the producers of any other 
commodity. 

6. The United States must ultimately re- 
sume specie payments. Return of political 
and economic stability abroad, followed by 
a general return to a gold standard, should 
solve the present gold problem. 


Dr. Spahr concludes his analysis 
with specific recommendations that will 
commend themselves to all interested in 
sound monetary policies. He recom- 
mends the repeal of the legislation giv- 
ing the President power to issue three 
billion of unsecured United States notes, 
and the power to change the weight of 
the gold dollar, to change the weight 
of the silver coins, to institute bimetal- 
lism, to authorize free coinage of silver, 
and to fix the price of and seigniorage 
on silver. Also recommended are the 
repeal of the Silver Purchase Act of 
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1934, and the abandonment by the Gov- 
ernment of its policy of attempting to 
raise prices to a predetermined level 
and to maintain that level thereafter 
by currency “management.” The sug- 
gestion that Congress appoint a Na- 
tional Money and Banking Commission, 
composed of the most reputable and 
experienced money and banking author- 
ities in this country, to study the de- 
fects of our money and banking laws, 
and to make recommendations for the 
improvement of our money and banking 
structure, is worthy of widespread sup- 


port. 
© 


THE SILVER-BUYING PROGRAM 


NE of the New Deal monetary polli- 

cies, that embodied in the Silver 
Purchase Act of 1934, has recently come 
in for thorough analysis by the Cham- 
ber of Commerce of the State of New 
York. The chamber has been consist- 
ently opposed to the Government’s silver 
purchase program, and the dilution of 
our currency medium which the policy 
involves. It is interesting to note that, 


Year Ended 
Dec. 31 


World Silver Production 


habilitation of private industry, and 
that despite the heavy purchases, the 
Treasury on June 30, 1938, was still 
short of the amount required under the 
act of almost another billion ounces, 
With the increase in our monetary gold 
stocks since June, and further prospec- 
tive increases, the additional silver re- 
quirements to make the total holdings 
of silver (at the statutory value of $1.29 
an ounce) equal to 25 per cent. of the 
monetary value of the combined gold 
and silver held by the Treasury re- 
quired by law, already exceed the addi- 
tional silver required under the act 
when it was originally made a law in 
July, 1934. 

That the silver purchase program has 
been of value to foreign silver produc- 
ing countries, particularly Mexico, is 
demonstrated by the production statis- 
tics. Only about 13 per cent. of the 
total silver purchases by the Treasury 
since 1934 has been the product of min- 
ers in the United States. Further, the 
United States, for the last four years 
has purchased more silver each year 
than the world produced each year. 


S. S. Acquisition 
(in Fine Ounces) 


307,100,000 


218,500,000 
250,700,000 
276,000,000 


528,300,000 
340,100,000 
317,300,000 


1,492,00,000 


930,600,000 


as far back as 1877, when the Bland While the Government 


bill was pending in Congress, the cham- 
ber of commerce opposed the Govern- 
ment purchase of silver and the com- 
pulsory coinage of silver dollars. Its 
position in both cases has been justified 
by the course of events. 

In a published survey released to the 
press on October 31, the results of the 
chamber’s survey of the latest billion 
dollar silver experiment are presented. 
The study shows that on June 30, 1938, 
the Government held about 2,373,000,- 
000 ounces of silver, of which about 
1,700,000,000 ounces had been acquired 
since the Silver Purchase Act was en- 
acted, that this purchase cost the tax- 
payers around one billion dollars which 
might have been used to help reémploy- 
ment if it had been devoted to the re- 
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has_ paid 
United States producers higher prices 
than it paid for foreign silver, the pro- 
duction figures indicate that the foreign 
producers were distinctly satisfied with 
the prices they obtained and that they 
were the chief beneficiaries of our silver 
purchase program. It is unfortunate 
that the attempt to benefit a few of our 
mining states whose combined popula- 
tion equals but a very small percentage 
of the total population of the country 
should benefit foreigners at the expense 
of this country’s taxpayers. 

The one country that our silver 
policy was intended particularly to 
benefit became a victim of our altruism. 
Instead of benefiting China and our 
trade with China, the rising price of 
silver resulting from our silver pur- 
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An important advantage of 
the deposit-and-check system of 
making payments lies in the fact 
that a check can be collected 
safely and conveniently by mail. 


Thus the utility of this indis- 
pensable banking instrument de- 
pends upon the use made of the 
best that mail service has to offer. 
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chase program had just the opposite 
effect. Silver being the monetary stand- 
ard, the rising price for the silver coins 
meant lower prices for Chinese prod- 
ucts. The low prices for Chinese prod- 
ucts caused an adverse trade balance, 
with the resulting outflow of both silver 
and gold. The ultimate result was to 
force China off the silver standard and 
to cause the adoption of a managed 
paper currency. The truth is that all 
our efforts to bring about international 
codperation for a wider use of silver 
as a monetary metal have resulted in 
the complete failure that was predicted 
by the Chamber of Commerce of the 
State of New York as well as by many 
students of the silver problem. 

The concentration of so large a 
quantity of the world’s silver stocks in 
the hands of a single nation must con- 
tinue to be a depressive influence on 
silver prices. The continued wastage 
of public funds by expending hundreds 
of millions annually for useless silver 
cannot but have a weakening effect on 
the credit of a nation whose public debt 
is fast approaching the forty billion 
dollar mark. 

Because the Silver Purchase Act has 
failed to achieve any of its major ob- 
jectives and has proved of no economic 
value to the nation, the efforts of the 
Chamber of Commerce of the State of 
New York to bring about repeal of the 
act should meet with general support. 


© 
THE RECENT ELECTIONS 


ROM other than a purely partisan 
standpoint the results of the national 
elections last month’ were of special 


interest and importance. They were 
not wholly surprising, for it is not at 
all exceptional that in a two-year period 
following the triumph of one political 
party there should be a reversal in 
trend at the next election. In fact, that 
course has followed so often in our 
political history that it has come to be 
regarded as quite the normal thing. But 
the elections of last month, while they 
may be accounted for as following the 
customary pattern of our political his- 
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tory, have a deeper significance. They 
represent a definite turning away from 
much of the New Deal experimentation 
toward something more practical and 
more in accord with the traditional 
policies the country has followed in the 
past. That large element of the popu- 
lation considering itself as conservative 
has once more asserted its power in 
American politics. This, however, can 
scarcely be accepted as “reactionary,” 
for the conservative of today is far more 
advanced in his political and social 
outlook than were many of the so-called 
radicals of yesterday. Nevertheless, to 
the extent that the existing regime has 
been upset, the change is at least to- 
ward the middle of the road. 

What the outcome of the late po- 
litical upheaval will be, in the long 
run, cannot be predicted. But, at all 
events, the strengthening of an opposi- 
tion party is to be welcomed, especially 
if his opposition shall insure greater 
caution in adopting experimental legis- 
lation, more economy in the administra- 
tion of government, and the adoption 
of wiser policies generally. 
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GREAT BRITAIN AND THE UNITED 
STATES SIGN NEW TRADE PACT 


(CONCLUSION of the trade negotia- 
tions between the United States and 
Great Britain last month marks an im- 
portant advance in the policy pursued 
by our Department of State. While 
many other treaties were already in 
existence at the time of the signing of 
the pact between Great Britain and the 
United States, this last treaty is of spe- 
cial importance because of the extent of 
our trade with the British Empire. 
The policy of reciprocal trade, which 
these treaties embody, is not universally 
favored in this country, although the 
preponderance of opinion is probably 
favorable. It would seem that the 
world should gain by devoting less at- 
tention to war and more to the exchange 
of goods. From the banking standpoint 
increased international trade means an 
increase in international banking trans- 
actions. 
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The machinery of inflation 


By Hiram L. Jome 


Professor of Economics, De Pawo University 


HOUGH the fear of immediate in- 

flation seems to have been dispelled, 

its mechanism still exists in the 
United States today, and it hangs like 
a sword of Damocles over bewildered 
men engaged in the formulation of 
business and investment policies. 

The past decade has witnessed star- 
tling changes in the American mone- 
tary picture. 

I. The amount of gold has multiplied. 
At the end of 1928 the total gold stock 
of the United States, priced at $20.67 
per ounce, was worth $3,854,000,000. 
In August, 1938, at $35 per ounce, it 
was valued at $13,136,000,000. The 
output of the gold mines of the world, 
outside of the U. S. S. R., last year was 
$1,045,000,000. Allowing $180,000,000 
as the product in Soviet Russia, we find 
a total of almost one and one-quarter 
billion dollars worth of new gold pro- 
duced in 1937. This is more than three 
times the world output of 1929 listed 
at $398,000,000. If it may seem that 
this growth is due to the increased 
price of gold, we need only mention 
that the world output in 1937 was al- 
most 35,000,000 ounces compared with 
about 19,000,000 in 1929. This repre- 
sents an increase in the annual physical 
output of about 82 per cent. in the 
nine-year period. 

Il. The available gold is economized. 
The circulation of gold coins and gold 
certificates has been universally aban- 
doned, and most of the gold formerly 
in circulation has found its way into 
government reserves. The Orient has 
for many years been known as _ the 
graveyard of the precious metals. With 
hard times and with the price of gold 
rising, the people of India, China, and 
Hong Kong began to sell their gold. 
The Bank for International Settlements 
estimates that during the six-year period 
from 1931 to 1936 more than $1,200,- 
000,000 worth of gold was shipped out 
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of India and about $125,000,000 out of 
each of China and Hong Kong. Much 
old gold has also been reclaimed in 
other countries. 

An increasing proportion of the gold 
output has been finding its way into 
monetary uses. Prior to 1930 almost 


‘‘Though the fear of immediate 
inflation seems to have been dis- 
pelled, its mechanism still exists 
in the United States today, and 
it hangs like a sword of Damocles 
over bewildered men engaged in 
the formulation of business and 
investment policies.’’ 


one-third of the new production was 
used for industrial, jewelry, and dentis- 
try purposes and for hoarding in the 
Orient. Today only 5 to 10 per cent. 
of the annual product goes into the 
arts. Out of an annual output of 
$1,200,000,000 this would mean that 
some eleven hundred millions go into 
the monetary gold stocks of the world. 

Ill. The business of our commercial 
banks has dwindled and changed. The 
loans and discounts of all member 
banks in the United States have fallen 
from more than 25 billion in 1928 to 
slightly less than 13 billions in June, 
1938. The total time and demand de- 
posits of all banks in the United States, 
including mutual savings banks and 
excluding interbank deposits were 57 
billions in 1928 compared with about 
52 billions at the present time. The 
total loans and investments of all banks 
were 58 billions in 1928 and were al- 
most 4714 billions in June, 1938, the 
loans having greatly decreased while 
the bond investments have increased. 
In contrast, the money in circulation in 
the United States has swollen from 
$4,686,000,000 in 1928 to $6,667,000,- 
000 on October 12, 1938. Our banks 
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have become to a large extent owners of 
government bonds and depositaries of 
cash. 

IV. The volume of business transac- 
tions has shrunk. On the basis of 
1923-25 as 100, the index of physical 
industrial production in 1928 averaged 
111. In August of this year it was 86. 
Department store sales on the same 
basis have fallen from 108 to 65; 
freight car loadings from 104 to 63, 
and factory pay rolls from 104 to 77. 
Wholesale prices are today about 81 
per cent. of the 1928 level. 

Contrast and compare these four 
trends. 

We produce today fewer commodities 
at lower prices than in 1928, haul much 
less freight, make fewer department 
store sales, and pay out a smaller 
amount in payrolls—yet our effective 
gold stock is more than three times 
as great as it was then. Ten years ago 
we had 82 cents in gold for each dollar 
of money in circulation; today we have 
$1.97. In 1928 our gold stock was 


equal to only 15 per cent. of the loans 
of our member banks; today we have 
more than $1.01 in gold for each dol- 


lar of the loans of the member banks. 
The sum of the demand and time de- 
posits in all our banks plus the money 
in circulation in 1928 was about six- 
teen times the monetary gold stock. In 
1938 this aggregate is only four times 
the monetary gold stock. Or we may 
say that we have at the present time 
about four times as much gold for each 
dollar of deposits and currency out- 
standing as we had ten years ago. 

But other significant changes have 
taken place. 

Official statements contain the items 
“Treasury Cash” and “Treasury De- 
posits with the Federal Reserve Banks.” 
In 1928 the total of these two accounts 
was $222,000,000. This compares with 
$3,515,000,000 on October 12, 1938. 
The greatest element in this rise was 
the profit of $2,808,000,000 made by 
the Government when on January 31, 
1934, the gold dollar was officially de- 
valued and the price of gold raised 
from $20.67 to $35 per ounce. 

This entire fund could theoretically 
be spent by the President. To build 
up its deposits with the Federal Reserve 
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banks the Treasury Department may 
turn over to the Federal Reserve banks 
gold certificates based on available gold 
which it already has or which it re- 
ceives from gold importing banks, or 
it may send cash which it has collected 
in various ways. Such transfer in- 
creases the deposits of the Federal Re- 
serve banks but it also increases their 
legal reserves in the same amount. 
Thus, since both sides of the balance- 
sheet accounts are raised, the reserve 
ratio is raised. If the Treasury now 
draws a check on a Federal Reserve 
bank, this check will ultimately fall 
into the hands of a member bank which 
will give its customer either cash or 
credit, probably the latter. The mem- 
ber bank sends it to its Federal Reserve 
bank, it also taking the proceeds either 
in reserve credit or cash, probably in 
credit since the commercial banks have 
adequate cash supplies on hand. Since 
both the deposits and the legal reserves 
of the member banks tend to increase 
in practically the same amount, there 
will be an increase in the excess reserve 
over and above the legal requirement. 
The Federal Reserve bank will, of 
course, charge the account of the Gov- 
ernment with the amount of the check. 

In order to eliminate from our cal- 
culations the recent abnormal flow of 
gold, we will use figures for around the 
first of September and refer to them as 
“the present.” 

The total reserves of the Federal Re- 
serve banks on August 31, 1938, were 
$11,026,000,000, some 1014 billions of 
which is represented by gold certificates 
issued to them by the Federal Govern- 
ment in return for gold delivered to the 
Government by the banks. This figure 
compares with $2,715,000,000 in 1928. 
In 1928 the ratio of the legal reserves 
to the combined deposits and Federal 
Reserve notes was 63.6 per cent. At 
the present time it is 82.4 per cent., or 
more than twice the required figure. 
The present excess reserves of the Fed- 
eral Reserve banks are $6,133,000,000. 

In 1928 the member banks had re- 
serve balances with the Federal Reserve 
banks of $2,386,000,000, of which $2,- 
333,000,000 were required, making an 
excess of only $53,000,000. In contrast 


the excess reserves of the member banks 
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on August 31, 1938, were estimated to 
be $2,940,000,000. 


Key to Inflationary Machinery 


These excess reserves, in combina- 
tion with the Treasury cash, contain 
the key to the inflation machinery. 
Under the present reserve requirements, 
there is a possibility of a commercial 
bank lending roughly $3.50 for every 
dollar of excess reserve. This figure 
cannot be reduced to a definite and ex- 
act mathematical basis since it may 
vary greatly in accordance with chang- 
ing reserve requirements, fluctuations 
in the demands for cash by the business 
community, and the banking habits of 
the people. For instance, the more cash 
the people demand with rising deposits, 
the smaller will be the possible credit 
expansion. 

Thus the $2,940,000,000 of excess re- 
serves furnishes the basis for an ex- 
pansion of $10,290,000,000 in bank 
loans. The spending of the $3,200,- 


000,000 of Treasury cash and Treasury 
deposits with the Federal Reserve banks 
on August 31, 1938, would increase 


the excess reserves of the member banks 
by an unpredictable amount, since it is 
not known how much cash the people 
would demand when they present their 
Government checks for payment. Let 
us assume this would create additional 
excess reserves of 21% billions. This 
would then permit the member banks 
to lend $8,750,000,000. 

The member banks, however, can 
borrow from the Federal Reserve banks. 
The amount of such borrowings are to- 
day only eight million dollars. In ad- 
dition to selling many of their bond 
investments, which we shall not consider 
at this point, the member banks could 
theoretically sell their loans and dis- 
counts to the Federal Reserve banks. 
They have today 13 billions of these, 
most of which would probably be ac- 
ceptable to the Federal Reserve banks. 
In addition, some of the paper of the 
non-member banks would be eligible 
for rediscount indirectly through mem- 
ber banks. Assume that 10 billions of 
the loans held by the member banks 
and one billion of those owned by the 
non-member banks can be sold to the 
Federal Reserve banks. This would in- 
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crease the member bank excess reserves 
by approximately 11 billion dollars. 
The banks could now lend a further 
sum of $38,500,000,000. 

Thus, roughly the possible loan ex- 
pansion of the commercial banks would 


On the basis of the present excess re- 
serve, $10,290,000,000. 

On the basis of the spending of its pres- 
ent cash by the Government, $8,750,000,000, 

On the basis of member bank borrowing 
from the Federal Reserve banks, $38,500,- 
000,000. 


or a total of more than fifty-seven bil- 
lion dollars. 

The excess reserves of the Federal 
Reserve banks are $6,122,000,000. As- 
suming that the average required re- 
serves for Federal Reserve bank de- 
posits and Federal Reserve notes is 
about 38 per cent., the possible expan- 
sion is about $16,129,000,000. If this 
goes into member bank deposits, the 
possible loan expansion of the member 
banks is about $56,452,000,000. To the 
extent that the banks demand cash this 
figure will be reduced. 

This estimate closely checks that pre- 
viously arrived at. Accordingly, there 
seems to be room in our banking sys- 
tem for a credit expansion equal to 
more than four times the present loans 
of the member banks or an amount ex- 
ceeding the total loans and investments 
of all banks in the United States. 

With such a high degree of expan- 
sion there may develop an unusual de- 
mand for currency. Such a develop- 
ment would of course greatly reduce 
the possible credit expansion unless the 
Federal Reserve banks should again be 
authorized to issue money based upon 
government obligations. On the other 
hand, with 40 per cent. more currency 
in circulation today than there was in 
1928, it is possible that the outstand- 
ing cash may even be reduced, at least 
for the time being. Such reduction 
would further increase the excess re- 
serves of the member banks. 

Moreover, long before the fifty-six 
billions of additional expansion is at- 
tained, the United States may have lost 
a substantial portion of is gold reserves 
either because of a flight from the dol- 
lar or because of increased imports of 
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goods resulting from our rising price 
level. Furthermore, powerful artificial 
checks may have been put into effect. 

If we really develop the will for in- 
flation, however, a great amount of ad- 
ditional machinery may be set up. So 
far we have analyzed only the degree 
of bank expansion which could take 
place with no additional proclamations 
of the President of the United States. 
The President has the power further 
to devalue the gold dollar to 50 per 
cent. of its size prior to the devaluation 
in 1934. Since the dollar was 23.22 
grains of fine gold, the President could 
bring it down to 11.61. In other words, 
he can raise the price of gold to $41.34, 
it being now $35. Such an act would 
add $6.34 to the price of every ounce 
of gold in our monetary gold stock, and 
would increase its total price by $2,- 
379,000,000. This assumes that there 
would have been no international drain 
of gold in anticipation of the cut. The 
Government could probably issue gold 
certificates for this amount and turn 
them over to the Federal Reserve banks 
in return for a deposit credit. This 
would grealy increase the excess re- 
serves of the Federal Reserve banks and 
ultimately, when spent, the excess re- 
serves of the member banks. 

Moreover, the President could de- 
value all silver coins and bullion to the 
same extent that he devalues gold. Our 
silver dollars and bullion aggregate 
$1,608,000,000 and our subsidiary coins 
$375,000,000. A devaluation of 50 per 
cent. would add 100 per cent. to the 
price of this stock, or $1,983,000,000. 
The President also has the authority 
under limited conditions to issue three 
billions of dollars in greenbacks. 

The President could then have avail- 
able at his disposal 


The present treasury cash 
and deposits 
Additional cash due to fur- 
ther devaluation of gold .. 2,379,000,000 
Additional cash due to de- 
valuation of silver 
Additional cash due to issu- 
ance of greenbacks 


$3,200,000,000 


The possible effects of the expendi- 
ture of this presidential cash can best 
be left to the reader’s imagination. 
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These figures make no allowance for 
further purchases of silver. The Presi- 
dent is authorized to continue buying 
until its price is $1.29 or until the 
monetary stock of silver becomes equal 
to one-third of the gold stock, making 
silver one-fourth of the total. He may 
issue silver certificates against this pur- 
chased silver up to its mint price. 

Inflation might take the form of an 
increase in velocity. It is well known 
that the turnover of deposits, as well 
as of currency, is not so great now as 
it was in the times of prosperity. De- 
mand deposits in New York turned over 
only one-fourth as rapidly in 1934 as 
in 1929. Demand deposits outside of 
New York turned over only half as 
rapidly. If the turnover of deposits 
should double, there could be a great 
increase in the price level without the 
use of any of the machinery of inflation 
just described. On the other hand, also, 
if the deposits and currency should be 
deliberately built up from the top with- 
out a demand from the people, the busi- 
ness community might to a large extent 
offset or neutralize such attempts at in- 
flation by a reduction in the velocity of 
deposits and of currency. In times of 
great inflation the velocity of money 
and of deposits may not at first keep 
up with the increase in their quantity, 
but when inflation is well under way, 
the velocity may increase more rapidly, 
giving a fillip to rising prices. 


People Must Take the Initiative 


While banks and the Government 
provide the machinery for inflation, the 
people must take the initiative in set- 
ting it in motion. Money which does 
not circulate is not really money. If 
in some way the initiative and the de- 
mand should come from the people and 
from business, this machinery may go 
onto a full running basis. 

In addition to such natural recovery, 
there are three forces in particular 
which may set off the machinery and 
lead into inflation. War is always in- 
flationary in effect, but if it should be 
combined with the mechanism just de- 
scribed the effect on the price level will 
be pyramided. This assumes that a 
policy of freezing the price level (if 
such freezing be possible or prac- 
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ticable) will not be undertaken. In- 
creasing emphasis upon armaments 
may have inflationary results, particu- 
larly if funds for the purpose are ob- 
tained by bond issues rather than by 
taxation. The possibility of interna- 
tional loans to finance the sale of ma- 
terials is also important. 

Next, if deficits in government 
finance should continue until the pub- 
lic credit is threatened or until the 
Government begins to consider issuing 
money to pay interest or expenses, 
there would develop a general desire 
on the part of the people to put their 
money into physical goods rather than 
into fixed interest securities and bank 
deposits. This would stimulate the de- 
sire for loans and would accelerate the 
velocity of currency and of deposits. 
It is doubtful, however, if the present 
gross debt of the United States involves 
a serious threat to government credit. 
The amount of bonds which can be is- 
sued without harming the public credit 
cannot be satisfactorily estimated inas- 
much as it is a question of psychology 
and popular attitude rather than one 
of statistical measurement. 

Finally, there is the possibility that 
Congress and the Administration may 
become impatient with the present re- 
covery program. In this event the de- 
sirable aim may be to inaugurate a 
program of general price and wage re- 
ductions, except in certain unduly de- 
pressed lines. Such a deflationary pro- 
gram may not be politically feasible 
in a democracy. The only other pos- 
sible approach to a democratically con- 
trolled government would be the initia- 
tion of another period of inflation. 

In case of inflation certain brakes of 
an automatic nature would operate. Ar- 
tificial checks and controls could be 
put into effect, if the people were so 
disposed. The question whether these 
restrictive measures would be adequate 
is beyond the scope of the present 
article. 

It is worth while to remember that 
there exists in the United States a po- 
tent and perhaps unprecedented mech- 
anism for credit and monetary expan- 
sion. 


100 PER CENT. NICHOLS NOW 
107.72 PER CENT. LIQUID 


“The First National Bank of Engle- 
wood, IIl., where liquidity in the form 
of cash and U. S. Treasury issues has 
earned face for its president, J. M. 
(100 per cent.) Nichols, is now 107.72 
per cent. liquid as of its September 30, 
1938, statement of condition. With de- 
posits of $5,321.193, the bank reports 
liquid assets of $5,732,713, made up as 


follows: 


3 3/8 per cent. U. S. Treasury 
bonds 1941-3 
Cash stored in vaults: 
At Harris Trust & Savings 
Bank ‘ 
At Northern Trust Co 
In own bank 
Due from Federal Reserve Bank 812,259 
Due from correspondent bank 30,908 
Interest accrued on Government 
3,937 


“The bank’s other assets consist of 
realty mortgages, real estate, and inter- 
est earned, but not collected, amounting 
to $581,443, which is less than the in- 
stitution’s capital of $200,000, surplus 
of $600,000, and undivided profits of 


$170,473, a total of $970,473. 

“The tongue-in-cheek note continues 
in the statement in the form of valua- 
tion of bank building at $10, safe de- 
posit company at $1, stock in the Fed- 
eral Reserve Bank at 10 cents, and 
‘Member of Federal Deposit Insurance 
Corporation’ 0 cent. 

“J. M. Nichols, president, takes the 
position that he cannot justifiably and 
will not lend or invest either his own 
or his depositors’ money since the ad- 
vent of the New Deal. He keeps his 
excess reserve cash in safe deposit vaults 
rather than leave it in the Federal Re- 
serve banks, and has not made a loan 
or an investment since 1933. He im- 
poses a heavy schedule of service 
charges, which has eliminated all small 
savings and other accounts, and he 
takes no new accounts as a general 
policy, the net result of which is main- 
tenance of a generous rate of profit on 
the bank’s capital, practically all of 
which is owned by Mr. Nichols.— 


American Banker. 
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MORTGAGE INTEREST RATES 
SHOULD BE REDUCED 


By Bernarp F. Hocan 
President, Greater New York Savings Bank of Brooklyn 


ERHAPS the most _ important 
problem confronting the savings 
banker is the matter of mortgage 

interest rates. Consequently, I place 
this problem as the number one item on 
my list of mortgage problems. 

Off hand, any mortgage lender would 
say that, until about 1932, 6 per cent. 
was the prevailing and customary rate 
of mortgage interest. However, such 
was not the actual fact. 

Recently, the Bowery Savings Bank 
of New York, for the purpose of ascer- 
taining the trend of mortgage interest 
rates during the last century, made 
a statistical study of the rate of return 
on new mortgage loans (excluding pur- 
chase money mortgages) covering the 
period of the last one hundred years. 

The results of this study show that 
during the period from 1834 to 1880, 
the prevailing rate was 6 per cent. In 
1880, it was found necessary to reduce 
the rate to 5 per cent., because of the 
depression of the 70’s. Further reduc- 
tions were made until a low of 4 per 
cent. was reached at the turn of the 
century. Then came a gradual return 
to 5 and 6 per cent. until 1929. In 
the period from 1918 to 1933, the 
average rate varied between 5 per cent. 
and 6 per cent. But from 1934 to 1937, 


the average rate was well under 5 per 
cent. 


Judging by previous experiences, it 
would seem that this downward trend 
is definite and will so continue and 


remain, unless a fundamental change 
occurs. 


Apparently, we must reconcile our- 
selves to a definite and fairly perma- 
nent reduction in interest rates. The 
recent standard of 5 to 6 per cent. must 


Part of a recent address before the Sav- 
ings Banks Association of Massachusetts. 
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be relegated to history and we must 
accept a yield that will average little 
better than 4 per cent. 

The most definite sign, I take it, is 
the interest rates established under the 
Federal Housing Administration Act. 
As you know, the rate is standardized 
at 5 per cent. to the borrower, plus an 
insurance charge of one-fourth of 1 
per cent. 

With the necessity for payment of a 
premium on purchasing the mortgage 
and if the lender absorbs part of the 
expense, on placing the loan the in- 
vestor in FHA mortgages now acquires 
them to yield 4.35 per cent. It is my 
belief that the trend is toward a still 
lower yield on this type of mortgage. 

Of course, savings bankers will con- 
tinue to make old-line mortgage loans, 
within the restrictions and limitations 
of our respective banking laws. 

In that particular field, it will be 
difficult competition against FHA loans, 
placed on a ratio value of 90 per cent. 
on new buildings and 80 per cent. on 
refinancing, with an interest rate of 5 
per cent. and with a twenty-five year 
term. Against this, we offer old-line 
mortgages at a ratio value of 66 per 
cent., with a term of five years and 
with a demand for amortization of from 
3 per cent. to 5 per cent. 

In the FHA mortgages, the cost factor 
to completely amortize One Thousand 
Dollars of principal, for a twenty-five- 
year term mortgage may be stated thus: 
The owner pays an average of $6.05 
per month, thoroughout the term of the 
mortgage, for principal, interest and 
insurance premium. This is equivalent 
to 7.25 per cent. per year. 

If we are to maintain the old-line 
mortgage lending field, we must devise 
a modern set of terms in our mortgages 
to conform to the new trends and to 
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GENERAL MOTORS AA = id 


is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide affiliates: CADILLAC, 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC, CHEVROLET automobiles; 
FRIGIDAIRE appliances for refrig- 
eration and air conditioning; 
DELCO lighting, power 
and heating equip- 
ment; GMC trucks; 
BEDFORD, VAUX-* 
HALL, OPEL, BLITZ— 


V1 A 


Bil ) it 
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PLAN 


foreign made automotive vehicles. 

The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 

In obtaining short term accom- 
modation, GMAC issues one stan- 
dard form of note. This obliga- 
tion it offers to banks 
and institutions, in 
convenient maturities 
and denominations at 
current discount rates. 


These NOTES are available, in limited amounts, upon request. 


EXECUTIVE OFFICE NEW YORK ~- 


meet the competition of the new types 
of mortgages. 

Furthermore, in developing a new 
standard for interest rates, it is proper 
that we give due consideration to the 
possible effects on our mortgage loans, 
that will be produced by a lower inter- 
est rate. 

If we do not modernize our terms and 
conditions of mortgages, new agencies 
may develop to make mortgages to 
conform to conditions. Then we will 
become buyers of these mortgages, at 
a premium. That this is no idle thought, 
I refer to the agitation in New York 
for the creation of a Mortgage Bank. 

There are three fundamentals which 
must be accepted, in the development 
of a new concept of interest rates. 

These are: 

First: Real estate mortgages produce, 
for the mutual savings bank investor, 
all but a fraction of the institution’s 
income, out of which are paid interest 
or dividends to depositors, expenses of 
operating the bank and addition to the 
bank’s surplus. 

Second: A mortgage bearing a ratio 
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BRANCHES IN PRINCIPAL CITIES 


of two-thirds of the present-day ap- 
praised valuation of the underlying 
security, improved with a modern struc- 
ture and amortized at from 2 to 4 per 
cent. annually, may be considered a 
sound investment. 

Third: A lower or reduced interest 
rate improves the value of the property 
constituting the underlying security for 
the mortgage obligation, in that, given 
two similar properties, that which has 
the lesser carrying charges may be 
classed as the more valuable. 

Another argument which may be 
advanced in favor of a reduction in in- 
terest rates is that, if a savings bank 
buys or is willing to buy FHA mort- 
gages covering properties in other sec- 
tions of the state, at a yield of 4.35 
per cent., it is poor business policy to 
penalize the borrowers in the bank’s 
local community by requiring such bor- 
rowers to pay a higher rate. 

There are some bankers who pursue 
the policy of maintaining a fixed in- 
terest rate for their local customers, but 
will make loans in other localities at a 
lower rate. 
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In my own city, we have the incon- 
sistency that, in the Borough of Man- 
hattan, the banks are now accepting, 
generally, an interest rate of 4 per cent., 
whereas in the adjacent boroughs of 
Brooklyn and Queens the banks main- 
tain a 5 per cent. interest rate. 

The point I am endeavoring to make 
may be further elucidated by stating a 
technical analysis of interest and _ its 
component parts. 

First, interest is sometimes defined as 
rent paid for the use of money. 

Second, the interest rate or rental, 
charged for the use of money, will vary 
in accordance with the economic law 
of supply and demand, and will de- 
pend upon the risk involved in the par- 
ticular mortgage investment. 

Consequently, in our analysis of in- 
terest, we must include these essentials: 

1. A safe interest rate; 

2. A rate for risk; 

3. A rental for management of the 
enterprise. 

The safe interest rate must be meas- 
ured by the rate obtainable from the 
highest grade of negotiable bonds, for 
example, government obligations. 

The rate of risk must be gauged by 
the requirement to compensate the in- 
vestor for the element of the hazard 
involved in the investment. 

Taking all these elements into con- 
sideration, and for the purpose of find- 
ing a correct or reasonable interest rate, 
the rules must be applied under the 
specific conditions or circumstances pre- 
vailing at the time of the investment, 
so that a rate is found which will at- 
tract capital to the investment. 

John C. Tredwell of New York, a 
member of the American Institute of 
Real Estate Appraisers, in a thoughtful 
paper on the subject of “Rates of Capi- 
talization,” considered the problem of 
selecting proper capitalization rates for 
the appraisal of real properties under- 
lying first mortgage loans held by a 
financial institution. 

Mr. Tredwell expressed the opinion 
that the final rate should be built up 
by establishing a base rate and by add- 
ing to this factors to take care of in- 


dividual variations in location, desir- 
ability and trend. 

He offered as the elements to make 
up his base rate the following: Inter- 
est rate paid to depositors; the institu- 
tion’s cost of doing business; reserve 
against increase in interest rate paid 
and increase in cost of doing business; 
a reserve for losses and other con- 
tingencies. 

To this base rate he would add 
penalty percentages for location, de- 
sirability and trend. 

Mr. Tredwell then contends that the 
establishment and application of his 
method of capitalization rates would 
result in a property excellently located, 
especially desirable and with an up- 
ward trend, having a final capitaliza- 
tion rate equal to the lowest base rate. 

He argues further that the other ex- 
treme would be a property poorly lo- 
cated, undesirable and with a down- 
ward trend, having a final capitalization 
rate of a greatly increased percentage. 

It seems to me that a similar system 
for arriving at a correct interest rate 
on new mortgages could be devised and 
might be adopted as a standard prac- 
tice for mortgage lenders. 

With the present trend toward long 
term mortgages, the contention has been 
advanced that the selection of the in- 
terest rate should be based on the pre- 
dicted future course of interest rates. 

But, predictions may not come true. 

However, with the advantages of the 
now well established requirements for 
amortization of principal, it may be 
assumed that not more than 5 per cent. 
of the assets of a savings bank would 
be invested in mortgages in any one 
year. Consequently, as conditions 
change, readjustments could be made 
in the interest rates of currently placed 
mortgages. Thus the average rate for 
the entire mortgage portfolio could be 
maintained with a fairly close adher- 
ence to the rate, as it will be found or 
measured in each year, under prevail- 
ing circumstances and in accordance 
with the principles of any system which 
may be devised for arriving at a stan- 
dard interest rate. 
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Advertising through bank cheeks 


Check designs that carry a message 
gain increasing favor 


HEN a bank buys check paper 
for distribution to its customers, 
it cocks an institutional eye on 

two factors—quality and cost. With an 
institutional afterthought on a few 
basic colors, it probably dispenses with 
the safety paper problem for another 
six months or so. 

From a strictly utilitarian viewpoint, 
this procedure is quite satisfactory. 
Manufacturers have made such tre- 
mendous progress in producing check 
paper that the factors of durability and 
safety are today taken pretty much for 
granted. Checks perform their economic 
function so surely and smoothly that 
performance, per se, is a foregone con- 
clusion. 

But these are changing times, and 
with the times a new variable is intro- 
duced into the picture, altering its com- 
plexion considerably, and assuming an 
importance that would have been snick- 
ered at ten years ago. 

Alert bankers sense this trend and 
are already capitalizing upon it. They 
recognize this new variable and are 
both adopting and adapting it as an 
integral part of their individual public 
relations program. 

The variable, of course, is modern 
check design. 

A check, besides being purely func- 
tional, can become a means of express- 
ing the bank’s personality. Through 
intelligently conceived design, it can 
make a favorable and distinct impres- 
sion not only on the bank’s customers 
but upon everyone who handles it. 


What Modern Check Design 
Accomplishes 


Modernly designed checks can be 
turned into one of the broadest avenues 
of approach to the upbuilding of insti- 
tutional prestige and good-will that a 
bank has at its command. Every check 
bearing a bank’s name is a messenger 
of the bank itself. It speaks loudly, 
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even though its impression registers 
through the eye instead of the ear. 

Check design can help identify the 
bank by portraying some distinctive fea- 
ture. It can boost the bank’s community 
and amalgamate the bank’s relationship 
with community progress. It can trans- 
form the check into a representative of 
the bank, expressing a particular and 
individualized message. 

Checks, therefore, can become an ad- 
vertising medium. Thousands of checks 
drawn upon the average bank are in 
daily circulation among customers and 
prospects—in the bank’s community and 
throughout the world. 

Checks, as an advertising medium, de- 
liver an auditable circulation and a 
guaranteed reader interest. Through 
design, the artistic presentation of the 
bank’s message can add greatly to the 
check’s pleasing appearance, for the 
artist can lay out a check form that will 
harmonize with the individualized 
paper. And, unlike most advertising 
media, expressive check design adds 
little or nothing to the cost. 

Such a pictorial presentation of a 
message may be accomplished in several 
ways. Probably the most widely used 
is a depiction of the bank’s trademark. 
If a trademark is a symbolical repre- 
sentation of a bank’s personality, per- 
haps this form is as readily adapted 
and as competent as any. 

If the banking quarters are housed 
in a distinctive building, or a building 
capable of being represented by an un- 
usual photograph, then the building 
itself may be used to suggest the bank’s 
individuality. An excellent usage of 
this form will be found in the checks 
distributed by The First Huntington 
National Bank, Huntington, West Vir- 
ginia. An airplane view of the bank’s 
building (note illustration) is devel- 
oped into a distinctive and expressive 
visualization of the bank’s prestige and 
position in the community. Comment- 
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ing on this particular design, W. Tay- 
lor Beard, cashier of the bank, says: 

In choosing this design, we were prin- 
cipally interested in getting a check that 
would in a manner reflect the personality 
and character of our bank. We desired 
dignity, and at the same time wanted a 
modern check with clear, clean-cut lines 
that would favorably impress the thousands 
of different personalities through whose 
hands they pass daily. 


Usage of Distinctive Features 

Another adaption of expressive de- 
sign is to portray some distinctive fea- 
ture within the banking house. For 
example, the Bank of Commerce, Louis- 
ville, Kentucky, depicts its safe deposit 
department. The illustration on the 
check shows the grilled gates with the 
vault behind them. The vault door is 
swung back indicating its massive and 
intricate mechanism, and showing a 
portion of the vault’s interior. 

An interesting and unique combina- 
tion of the bank building and vault 
technique was developed by The First 
National Bank, Fort Worth, Texas. 
This bank’s checks are delicately de- 
signed—yet the illustration tells a very 
forceful story. In the center of the 
check is pictured the vault door. Here, 
too, the massive door is swung open 
and its mechanism is visible. But as 
you look inside the vault you see, as if 
mirrored, a picture of the bank build- 
ing. The message, of course, is to 
identify an outstanding safe deposit de- 
partment with an easily distinguishable 
banking house. 

Check design may also be distinctive 
simply through the use of artistic de- 
sign. The Trenton Trust Company, 
Trenton, Missouri, has accomplished by 
well-balanced shading a very striking 
check that is most pleasing to the eye. 
It is illustrated herewith. 

Probably the newest and least ex- 


ploited usage of modern check design 
(and potentially the most effective) is 
that which identifies the bank with 
some particularly outstanding com- 
munity enterprise or development. For 
example, the First National Bank at 
Derry, Derry, Pennsylvania, (see illus- 
tration ) presents at the bottom of its 
checks a panorama silhouette of “West- 
inghouse—One of the World’s Largest 
Insulator Plants.” A sense of action is 
imparted by including a “coming-at- 
you” view of a Pennsylvania Railroad 
streamlined train, drawn by an electric 
locomotive. 

An unusual example of this type of 
design is that developed by the Flush- 
ing National Bank, Flushing, N. Y. 
(also illustrated herewith). A New 
York World’s Fair is rapidly rising on 
the Flushing Meadows, and this bank 
has identified itself with the world-wide 
publicity resulting from the Fair by 
showing on its checks a depiction of 
the renowned Trylon and Perisphere, 
together with the slogan “Visit World’s 
Fair at Flushing 1939-1940.” E. L. 
King, president of the bank has some 


excellent reasons for choosing this par- 


ticular design. Mr. King reports: 

We felt we had an excellent opportunity 
to play up the World’s Fair wherever our 
checks travelled through financial arteries 
and we toyed with the idea for quite some 
time trying to find just what would be 
most emblematic of the Fair. When we 
decided that the Trylon and Perisphere best 
answered this purpose we approached the 
World’s Fair authorities for their permission 
which they readily granted. We had this 
design placed upon our checks together with 
a short but cordial invitation to visit the 
Fair. 

There were two purposes back of our 
action. One was that we felt it would help 
associate the town of Flushing with the 
World’s Fair and through that possibly 
cause banks throughout the country who 
handle our checks for collection to think of 


EFFECTIVE CHECK DESIGN 


On the opposite page, four examples of modern check design are shown. The top check 
demonstrates the excellent usage of an unusual photograph portraying the distinctive bank 
building of Huntington, West Virginia’s, First Huntington National Bank. Below it, the 
Trenton Trust Company (Trenton, Mo.) shows a striking artistic design accomplished by 
well-balanced shading. Next is the First National Bank at Derry (Pa.) check which 
identifies the bank with an outstanding community enterprise. The effectiveness of modern 
pictorial design is also shown by the last check which identifies the Flushing National Bank 


with the New York World’s Fair. 


Actual sizes of all checks are 8}” by 3”—reduced 


here to simplify illustration. 
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us in sending collection items to this vicin- 
ity. These items, of course, produce a cer- 
tain amount of revenue for a bank. 

The other purpose was to help boost the 
Fair itself, believing at the same time the 
greater the success of the Fair the more 
we would benefit from its activities. After 
all, we are in business for the most we 
can make of it in a fair and legitimate way, 
and we felt that this offered an excellent 
opportunity. 

In giving out checkbooks to customers we 
have in most every case given some thought 
to whether or not a check of this kind 
would be appropriate for the particular 
customer in mind. For example, we would 
hesitate to give it to a doctor or lawyer, or 
to an undertaker, without asking them first 
if it was agreeable with them. Through 
this method of discrimination I am happy 
to say that we have had no unpleasant in- 
cidents where people were dissatisfied with 
our having used this stock for imprinting 
their ‘checkbooks. 

On the whole, we feel that they like it 
and, as a matter of fact, a number of them 
have told me personally that they thought 
it was a great idea. 


Some Ingenious Check Designs 


There are other ways in which a 
bank’s check may be used to express a 
message. The development of such a 
message depends primarily on the vision 
and alertness of the banker himself, for 
he will find his lithographer, and the 
paper manufacturer as well, eager and 
willing to codperate with him. 

An interesting check has been de- 
veloped by the Warren National Bank, 
Warren, Pennsylvania. It presents a 
composite illustration of the city’s in- 
dustries, civic buildings, homes and 
office buildings. But instead of the 
usual guiding lines for the date, check 
number, payee, amount and signature, 
the lines are indicated by words which 
support the message implied in the 
illustration. 

Without any attempt to segregate 
these words, here they are: 

THE PLACE TO MAKE YOUR HOME 
FOR WORK AND PLAY FINE 
CHURCHES EXCELLENT SCHOOLS 
BEAUTIFUL HOMES SPLENDID 
CITIZENSHIP CONSTRUCTIVE AC- 
TIVITIES STRONG BANKS IN A GOOD 
OIL, AGRICULTURAL AND INDUS- 
TRIAL REGION ADJOINING ALLE- 
GHENY NATIONAL FOREST HUNT- 
ING FISHING PICTURESQUE SUR- 
ROUNDINGS U. S. ROUTE 6 COR- 
NER LIBERTY AND SECOND STS. 
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Of course, the printing is in small 
capitals and the punctuation is done 
by spacing rather than by punctuation 
marks. But the words of the message, 
so spaced as to supplant the usual guid- 
ing lines, certainly do make a remark- 
ably effective advertising medium of the 
check. 

Large commercial concerns have, for 
some time, employed advertising de- 
signs and slogans on the checks they 
have printed for their own use. The 
trend has even penetrated to govern- 
ment circles as evidenced by thé newly 
designed check now used by the State 
of New York and widely heralded as 
an innovation in state fiscal practice 
and state advertising. This check is an 
adoption of a uniform bank check, fea- 
turing a distinctive background design 
which portrays Niagara Falls, a typical 
lake and mountain scene, Saratoga Spa, 
and (in the foreground) Jones Beach. 
The check includes the slogan “The 
State Has Everything,” although it is 
reported that this particular check will 
not be used for state relief purposes. 


Importance of Check Design 

The evidence points to the rapidly 
increasing importance of design, pic- 
torial or otherwise, on bank checks so 
that the checks may serve as an adver- 
tising and public relations medium 
assisting banks in expressing their own 
individuality. 

In addition to an artistic visual ap- 
peal, such checks generate in the minds 
of everyone handling them an impres- 
sion of the message which the bank 
wishes to get across. 

Commercial concerns have capitalized 
upon the advertising potentialities of 
check design superimposed upon the 
check’s primary utilitarian functions: 
Some banks, aware of the trend, havé 
already jumped at the opportunity to 
do a good turn for themselves. Even 
state governments are hopping on the 
band wagon. 

And banks in general, squeezed be- 
tween the necessity of promoting good 
public relations and the restrictions on 
the amount of money that can be allotted 
for such purposes, are beginning to use 
their ingenuity and vision to utilize this 
new factor to the utmost. 
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The commercial banking system 
waits for business 


By A. Puitie Woo.irson 


Serene I fold my hands and wait 

Nor care for wind nor tide nor sea. 

I rave no more ’gainst time or fate, 

For lo! my own shall come to me. 
—JoHN Burrovens. 


OMMERCIAL bankers, particularly 

in the more populated centers, 

continue to brood over the state- 
ments from Administration circles sug- 
gesting the advisability of a more lib- 
eral lending policy on their part, while 
they continue to hoard their large cash 
reserves. Because the volume of out- 
standing loans to business has shown 
no marked improvement, bankers are 


serve banks to liberalize their require- 
ments on direct loans to industry and 
place these government agencies in a 
position to compete actively for com- 
mercial banking business. 

There are others, however, who be- 
lieve that the Administration feels none 
too friendly to a commercial banking 
system which it claims is not contribut- 
ing actively to pushing business recov- 
ery, and that the bankers ought to 
anticipate legislation which in due 
course will involve nationalization of 
commercial bank operations as a phase 
of the increasing governmental control 


“When due consideration is given to the failure of the so-called 


orthodox stimulants that the credit system has experienced in the 
past few years to bring about a sustained business prosperity, it will 
be appreciated that if commercial banking is to continue as we have 
known it the commercial bankers themselves must take active 
measures to forestall increasing unorthodox experimentation by 


the Administration with commercial banking operations.” 


experiencing an increasing curiosity as 
to what measures the New Deal Ad- 
ministration will take during the com- 
ing session of Congress to bring about 
a substantial increase in the volume of 
outstanding commercial loans. Few are 
so hopeful as to believe that no new 
legislation affecting Federal control 
over the commercial banking system is 
in the offing. Some, however, believe 
that prospective legislation will not af- 
fect the commercial banks directly but 
will provide for a new system of “capi- 
tal banks” to meet the problem of in- 
termediate or medium long-term capital 
requirements of small business. Others 
believe that legislation will be limited 
to compelling the Reconstruction Fi- 
nance Corporation and the Federal Re- 
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over industry. While such a radical 
change is not an immediate prospect, 
the criticism which commercial bankers 
have been receiving from New Deal 
quarters makes it imperative that com- 
mercial bankers attempt to visualize 
the uncertainties of their own continued 
functioning in the event of a long-drawn 
out business depression in a period of 
planned economy and increasing social 
controls by government in business. 


Increased Pressure on the Banks 


It ought not to be at all difficult to 
understand why the Administration is 
bound to place increasing pressure on 
the commercial banking system to func- 
tion more actively under the threat of 
increasing government competition with 
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the banks or ultimate government con- 
trol of commercial banking operations. 
When due consideration is given to the 
failure of the so-called orthodox stimu- 
lants that the credit system has ex- 
perienced in the past few years to bring 
about a sustained business prosperity, 
it will be appreciated that if commer- 
cial banking is to continue as we have 
known it the commercial bankers them- 
selves must take active measures to 
forestall increasing unorthodox experi- 
mentation by the Administration with 
commercial banking operations. 

Every commercial banker is familiar 
with the methods which have been used 
by this Administration to induce a more 
active flow of credit to industry and a 
sustained business recovery. The very 
low money rate structure, the huge ex- 
cess reserves, the large volume of de- 
posits outstanding in the commercial 
banks, are all the planned results of 
an easy money policy which has thus 
far been only partially successful in 
inducing the business recovery normally 
to be anticipated from such credit 
policies. What seems to have developed 
up to the present is pretty much of a 
stalemate between those who claim that 
the commercial banks are holding up 
recovery through their unwillingness to 
lend to business, and those others who 
are responsible for finding sound out- 
lets for the superabundant funds that 
the commercial banks have available 
for the right customers. 


The Function of Commercial Banking 


Unfortunately, the bankers are faced 
with a condition and not with a theory. 
It is the function of the commercial 
banking system to extend credit to 
business at least up to the point where 
the available producive resources have 


been brought into full use. It is of 
course the province of the monetary 
management authorities to prevent such 
an expansion of credit as will result 
in a speculative boom in securities, 
commodities, or real estate, just as it 
is the province of the monetary man- 
agement authorities to create conditions 
under which commercial banks will not 
restrict credit and prevent business 
prosperity from advancing as fast as 
the available productive resources would 
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allow. The reversal of credit policy 
by the monetary management author- 
ities during the past year has created 
a condition under which the country’s 
business has a credit reservoir available 
for all reasonable requirements. How 
much commercial bank credit is re- 
quired by business at present it is of 
course impossible to state. What does 
appear to be fact is that the mass of 
American business does not have avail- 
able to it the lines of credit which are 
reported as unused by the fortunate 
few leading business concerns. And 
yet, until the large body of business 
concerns in this country get the credit 
they require, the long trend outlook 
for business and for commercial bank- 
ing will be decidedly uncertain. 


Waiting Policy of the Banks 


One of the principal avenues of re- 
treat which the commercial bankers use 
when they are criticized for not doing 
their share in advancing business pros- 
perity concerns itself with the argument 
that the commercial banker must wait 
for business recovery to stimulate the 
demand for commercial loans, and that 
the commercial banker himself cannot 
bring about business recovery. The 
contention is that in a situation where 
business is so harassed by the Admin- 
istration’s economic policies and doubts 
as to its own future profitability, it is 
not helpful to blame the commercial 
bankers for the fears of business men 
and their unwillingness to increase 
their borrowings from the commercial 
banks in pursuing aggressive business 
expansion programs. What this would 
seem to mean is that given the basic 
conditions for a sound business recov- 
ery, the commercial banker’s business 
will also move upward, just as when 
business is on the downward trend, the 
commercial banker’s business volume 
also suffers. 


Proposed Survey of Lending Results 


In this connection, an interesting sur- 
vey might be made of banking trends 
over the past several years among, say, 
the hundred largest commercial banks 
of the country. Such a survey would 
indicate who are the leading business 
borrowers, their lines of credit, the 
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amount of their borrowings, the status 
of such’ borrowers at present as com- 
pared with the pre-1929 depression 
period, the purposes for which such 
loans have been made, the method by 
which the borrowings were repaid, what 
borrowers had to furnish collateral, and 
what borrowers could borrow on their 
character alone, the amounts that so- 
called “big business” received, and the 
amounts “small business” tried to get, 
the losses on loans to small concerns 
as compared with the losses on loans 
to large firms, and many other items of 
comparable interest. 

Such a survey might well indicate 
that the leading commercial banks have 
by and large been withdrawing from 
what may be called purely commercial 
banking business over the past fifteen- 
year period. The decline in commer- 
cial banking has been coincident with 
the tremendous increase in public in- 
terest in stock market transactions, and 
with the increasing ease with which 
funds have been obtained by business 
concerns through security flotations. 


The survey might indicate that the large 
commercial banks themselves have gone 


increasingly into the business of mak- 
ing working capital loans to favored 
business institutions, loans which in im- 
portant instances have been repaid by 
the corporation through the proceeds 
of sales of securities in the open mar- 
ket. The survey might also show how 
the increasing efficiency with which 
present day business is carried on, the 
prevalence of hand-to-mouth buying in 
all sections of business, the shortening 
of the period between production and 
distribution to the consumer, the ease 
and rapidity of transportation, etc., 
have all resulted in making a smaller 
volume of commercial bank credit 
necessary at present compared with, for 
example, a period fifteen years earlier 
in financing an equivalent volume of 
production and trade. The survey also 
would probably indicate that coinci- 
dent with the trend toward a declining 
volume of commercial borrowings has 
been the indirect lending to business 
concerns through the contribution of 
the banks to the financing of consum- 
ers, the so-called installment or con- 
sumer credit. 
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Such a survey is not suggested with 
the object of putting the banking sys- 
tem on the defensive. The purpose 
would be to lay the groundwork for 
suggestions as to the best methods the 
commercial banking system can adopt 
to adjust itself to basic business 
changes, and to open to discussion the 
possible outlets for the funds that com- 
mercial banks have available for busi- 
ness borrowers. 

Such a survey should be more con- 
structive than the suggestions made by 
Orval W. Adams, president of the 
American Bankers Association, who, be- 
cause of the possibility of the establish- 
ment of Federal credit banks for indus- 
try, has urged the banks as a defensive 
measure to compile concrete evidence 
that they are codperating to the utmost 
in making loans to business. 

The suggestions made by Mr. Adams 
were contained in a letter to secretaries 
of state banking association. In this 
letter, Mr. Adams said: 

1. Continue our efforts to 
sound loans. 

2. Explore every possibility of mak- 
ing the propositions received bankable. 

3. Submit the proposition to the 
R. F. C. if the loan cannot be made to 
conform with sound banking practice 
and the standards of the governmental 
examining authorities. 

4. Submit the proposition to the 
R. F. C. where the bank cannot or does 
not care to handle the loan application 
in the entire amount applied for. 

5. Keep a record of all such loans 
thus submitted, so that the A. B. A. 
may call upon the members for these 
statistics in the event serious considera- 
tion should be given by Congress to 
proposals for the establishment of addi- 
tional governmental credit agencies. 

That Mr. Adams has ample basis for 
his fears of increasing government com- 
petition with the commercial banks is 
evidenced by the line of thought de- 
veloped by A. A. Berle, Jr., in his now 
famous memorandum dealing with the 
concentration of economic power and 
the growth of monopolistic practices. 
Mr. Berle says: 


secure 


It has already been noted that small 
industry does not have the same access to 
the capital market as does large industry. 
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A small step in the right direction was 
made by the change of the rules of the 
Comptroller of the Currency with refer- 
ence to bank loans and investments; but 
this is too limited a step to have general 
effect. ... 

A real system of capital credit banks is 
plainly indicated; a system which would 
have to be backed by a capital reserve bank 
{presumably a division of the Federal Re- 
serve bank} able to create credit, and to 
join in contracting it when necessary. . 

Until this is done, it is mere waste of 
time to grouse about “Wall Street.” The 
Wall Street banking system is doing ex- 
actly what one would expect it to do—no 
less and no more. If anything real is to 
be accomplished along this line, the founda- 
tion has to be laid for a capital credit sys- 
tem that really works. 


Banking System Under Examination 


The Wall Street banking system hap- 
pens to form a pretty important part 
of the country’s commercial banking 


get it, or for reducing loan rates, etc. 
A feeling that seems to be pretty gen- 
erally held among the lay public but 
which as yet hasn’t definitely ripened 
into a formulated program is: (1) that 
the commercial banking system is not 
meeting the credit problems of business 
in the aggregate, and (2) that the com- 
mercial banking system has little sense 
of the social consequences of faulty 
bank lending policies. 


Explanation of the Public Attitude 


A brief discussion of banking de- 
velopments in 1936-37 may help the 
banker to understand why Administra- 
tion criticism of commercial bankers is 
popular with the public. Thus when 
the banks did expand commercial credit 
markedly, as they did in 1936-37, the 
result was to contribute only partly 
to an increased use of the country’s 


“A feeling that seems to be pretty generally held among the lay 
public but which as yet hasn’t definitely ripened into a formulated 
program is: (1) that the commercial banking system is not meeting 
the credit problems of business in the aggregate, and (2) that the 
commercial banking system has little sense of the social conse- 


quences of faulty bank lending policies.” 


system. ‘Ihe criticism implicit in the 
Berle memorandum is part of the bar- 
rage that has descended upon the 
banking fraternity since the new depres- 
sion struck the country. Thus, whether 
it is because of the propaganda that has 
emanated from Washington, or the con- 
duct of the bankers themselves, over the 
past several years, there is a distinct 
feeling among the public that the com- 
mercial bankers are not particularly 
all-wise in their management of mone- 
tary affairs. Commercial bankers seem 
hardly to appreciate that the years of 
the New Deal have resulted in an in- 
creasingly widespread = questioning 
among the public as to the functioning 
of our banking system. Thus Congress- 
men reflect the interest of their con- 
stituents when they press for legisla- 
tion directed toward increasing the 
commodity price level, or for providing 
credit for business firms that now can’t 
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productive resources, and more largely 
to contribute to a speculative advance 
in commodity prices, in the inventories 
of business borrowers, and in security 
values. It should be noted that in the 
period from early 1936 to the summer 
of 1937 the total loans of reporting 
member banks in leading cities increased 
about 2 billion dollars, or about 25 
per cent., and about half of the increase 
in loans occurred in the weekly report- 
ing banks in New York City. This large 
increase in bank loans was accompanied 
by an increase in industrial production 
of 20 per cent. (F. R. Board Index), 
and an increase in factory employment 
in selected industries of about 16 per 
cent. Only the banks themselves know 
how great was the speculation in in- 
ventories that was financed by commer- 
cial bank credit. This was a period of 
increasing labor demands and _ banks 
generously assisted those clients who 
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were increasing inventories in anticipa- 
tion of wage increases or cessation of 
production resulting from strikes. At 
the same time, bank officers in met- 
tropolitan centers continued to express 
their belief in continuous price rises 
which to them seemed assured by the 
Administration’s policies. If competi- 
tion among banks to take care of the 
needs of favored customers could have 
been restrained by limiting commercial 
bank loans to the financing of antici- 
pated normal consumptive require- 
ments, and if the bankers themselves 
had not been so prone to misinterpret 
the economic policies and objectives of 
the Administration, it is entirely pos- 
sible that the deflation in the commer- 
cial bank loan and investment account 
in 1937-38 would have been avoided, 
and that the volume of industrial 
activity and of employment would be 
now at more normal levels. 


Adapting Banking to Changed Social 
Conditions 


The commercial banking system is 
such a competitive organization and 
commercial bankers, particularly in the 
larger centers, are so completely indi- 


vidualistic, that it may take a consider- 
able further period for commercial 
bankers to realize that the public is 
vitally interested in the way in which 
the commercial banking system is con- 
trolled and directed and the policies 
applied by them. Critics of commercial 
bankers cannot be accused of overstate- 
ment when they suggest that unless the 
commercial banking system can func- 
tion continuously as an active contribut- 
ing facor in aiding business in its 
effort to bring about a constantly rising 
standard of living in this country, the 
demand by the public for increasing 
governmental incursions into the com- 
mercial banking field are bound to in- 
crease. In a period when there is an 
increasing tendency for the Government 
to assume an important part in the 
regulation of business and industry for 
the public welfare, it would be unwise 
for commercial bankers to fight a trend 
instead of adapting their actions and 
their policies to changing social condi- 
tions. The fact that under the New Deal 
financial leadership has passed out of 
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the hands of the banker and is now in 
the hands of the Government, does not 
relieve the commercial bankers of their 
responsibility of actively functioning as 
lenders to industry and trade. 


Economic Function of Banking 


It is elementary economics to. state 
that a commercial bank is something 
more than a safe place to deposit 
money. “It is in essence a link be- 
tween lender and borrower, between 
those with spare money to lend and 
those who want to borrow money to 
finance businesses. Without banks the 
whole. process of lending and borrow- 
ing, and therefore of economic activity 
on a modern scale, would be absolutely 
impossible.” And, ipso facto, when 
commercial banks cease the process of 
lending to finance business, our mod- 
ern business enterprise finds its advance 
definitely limited. It is true that bank- 
ing experience prior to the breakdown 
of the banking system in 1933 has made 
the commercial banker worship liquid- 
ity above all else. But when the com- 
mercial banking system, in the face of 
a government supported guaranty of 
bank deposits, government provision of 
huge excess bank reserves, and govern- 
ment rehabilitation of commercial bank- 
ing in the aggregate, continues to pur- 
sue a policy of extraordinary liquidity 
in the so-called interest of the safety 
of bank deposits, the result is inevitably 
to curtail the volume of outstanding 
commercial credit advances to business 
and to retard the rate of growth of in- 
dustrial activity and reémployment. 
That the present Administration will 
not continue to underwrite indefinitely 
the commercial bankers’ over-conscien- 
tious solicitude for the safety of the 
clients’ deposits, but will move actively 
to bring about an increased turnover of 
bank deposits, would seem to be the 
necessary conclusion forced upon it by 
banking developments. 

That the banks themselves may be 
getting over their fetish for liquidity 
would seem to be supported by a re- 
port recently made for the Association 
of Reserve City Bankers by the Insti- 
tute of International Finance of New 
York University. In that report it was 
indicated that the revisions made re- 
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cently in bank examination procedure 
by Federal and state authorities re- 
flected a change in banking philosophy 
of far-reaching significance. With the 
abandonment of liquidity and market- 
ability as the sole ultimate criteria of 
the standards of bank loans, the banks 
were now in a position to consider their 
policy with respect to term loans. 

The type of capital loans that com- 
mercial banks may soon be making on 
an extended scale is suggested by the 
policy of the Cleveland Savings Bank, 
which has been successfully conducting 
this type of business. The following 
guides to capital loan policy have been 
developed: 

1. Loans only to sound, established 
concerns. Newly organized or specula- 
tive companies not considered. 


(a) Organized by the Government and 
under government control (R. F. C. and 
Federal Reserve). 

(b) Organized by the commercial bank- 
ing system and under private ownership. 


Banks Anxious for Business 


The commercial banking system is 
anxious for business. It wants to make 
money for its personnel and its stock- 
holders. It wants to contribute to eco- 
nomic recovery and reémployment. 
Unfortunately, bankers in important 
instances have given too much of their 
attention to political recrimination and 
gloomy predictions as to prospects for 
a spectacular inflation or for a break- 
down of the American economic sys- 
tem. Only recently have they begun to 
realize that the commercial banking 


“The future of the commercial banking system would seem to 
depend upon how actively commercial bankers can function under 


the changed requirements of industry and commerce. 


Failure to 


contribute to the coming business recovery by a marked expansion 
in commercial loan business will probably result in new forms of 
government competition with existing commercial banking opera- 


tions.” 


2. Industry and company analyses; 
products, prospects and management 
personnel carefully analyzed. 

3. Adequate security for loans. Se- 
curity may range from debenture bonds 
to a straight first mortgage, plus col- 
lateral and insurance. 

4. Loans made on amortized basis. 

5. Simple interest from 3 to 6 per 
cent. 


Putting Commercial Bank Credits to 
Work 


The suggestions that have been 
broached to put commercial bank credit 
to work may be classified summarily 
as follows: 


1. Intermediate capital credit loans by 
the commercial banking system. 

2. A government subsidy or guarantee for 
term loans made by private lending insti- 
tutions. 

3. A system of regional industrial credit 
banks: 
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system is undergoing a barrage of criti- 
cism from those who feel that the coun- 
try cannot move ahead while the com- 
mercial banks stand still. Commercial 
bank leadership is unfortunately still 
non-existent, and codperation among 
commercial bankers to help meet the 
needs of business now unsatisfied is dif- 
ficult to achieve. The country seems 
definitely to have moved away from the 
magnitude of commercial banking busi- 
ness of the type characteristic of the 
pre-1929 period. The future of the 
commercial banking system would seem 
to depend upon how actively commer- 
cial bankers can function under the 
changed requirements of industry and 
commerce. Failure to contribute to the 
coming business recovery by a marked 
exvansion in commercial loan business 
will probably result in new forms of 
government competition with existing 
commercial banking operations. 
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Bank researeh as insurance for 
maintaining private enterprise 


By THomas C. BousHALL 
President, Morris Plan Bank of Virginia 


HERE was a day but recently 

passed when research was not con- 

sidered applicable to the banking 
function. Today the problem is pri- 
marily one of how rapidly research can 
be developed in its approach to every 
banking activity. Now that interest in 
bank research has been stirred in every 
state, there is a lurking danger that this 
very agency of relief to banking prob- 
lems may develop an avoidable harm to 
the banking fraternity. 

So far banking has confined the ma- 
jority of its research efforts to activity 
on the part of the regular bank staff 
itself. Naturally the direction of each 
research effort has taken on the color 
of the especial interest of those investi- 
gating a given subject. We have studies 
on the shift in the content of the port- 
folio as between loans and investments. 
Then we have studies on the losses ex- 
perienced in loans, and their types; and 
losses on investments, and their types, 
looking to a discovery of methods and 
formulas for avoiding such losses. All 
of this is natural and constructive. 

Then we have research studies in 
public relations and the proper attitude 
of officers and personnel toward the 
public. There are advertising sym- 
posiums on the best way to convince 
the public that the present services of 
banks are useful and available. 

Cost studies are being made and 
methods of operations are being de- 
veloped that are not only essential to 
bring the difference between income and 
outgo to a point where a profit is left, 
but which in so careful an activity as 
banking should long since have reached 
a degree of perfection beyond that of 
any other business activity. 

Thus the commendable _ essential 
studies are proceeding that will polish 
up the machinery of banking; improve 
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its outlook, attitude, and presentation 
to the public. But research must neither 
be confined to this phase of banking 
operations, nor allowed to be carried 
to a point where it begins to recede in 
public usefulness because it reduces its 
interest rates and puts up its charges 
in order to meet its costs and find a 


‘Research offers to banking, if 
adopted on a serious basis, the 
opportunity to save itself from 
slow absorption into the bureau- 
cracy of the state. It offers bank- 
ing the opportunity to present 
itself to a grateful public as a 
sure pathfinder to greater abun- 
dance for all, through the intel- 
ligent action and enlightened 
self-interest of private enterprise 
in contrast to the uncertain and 
halting effects of political experi- 
mentation.’’ 


profit on the volume of business now 
in hand. 

Naturally it is essential that research 
seek to assure the soundness of port- 
folios and the economy, efficiency, and 
profit of operations before new business 
is acquired to be conducted likewise 
soundly and profitably. But research 
should be begun looking to the broad- 
ening of the banking function simul- 
taneously with the efforts now under- 
way. For while the present banking 
structure must be bulwarked in order 
to regain and retain full public respect 
and confidence, yet it must set out to 
win its place in the affection of the 
people by leading the way toward im- 
plementing the great resources of our 
country into usable and attainable en- 
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joyment for comfort, convenience, and 
improvement of the welfare of all. 

Here is a nation of 130,000,000 peo- 
ple, with natural resources abundant for 
all. There is excess of capital waiting 
and anxious to be invested. Here are 
bulging billions on deposit ready for 
conversion into multiplied credit. Mil- 
lions of unemployed are forced into 
idleness and onto relief. Vast areas 
are developed. Great want exists 
among people whose needs could be 
supplied with the application of ample 
capital and able management to the 
processes of labor’s efficient conversion 
of available raw materials into pleas- 
ant, usable goods. 

Government agencies have sprung 
from politically conceived statutes to 
meet an insistent popular demand to 
give credit facilities where none were 
available on terms applicable to the 
need. If this nation is tending toward 


socialized credit, toward governmental 
operation of an increasing list of ac- 
tivities, banking can not escape a large 
share of the responsibility for lack of 
forward study of the developing re- 
quirements of a progressing people. 
Research is essential before banking 


can plunge into unmeasured areas of 
activity. It would be worse tragedy for 
the financial institutions of the country 
to experiment ignorantly and unsuccess- 
fully in radical fields than to remain 
aloof. Such action would only accel- 
erate our arrival at social operation of 
private functions. But it will, never- 
theless, be tragedy of equal magnitude 
if with all the opportunity and respon- 
sibility that rests upon banking, as the 
custodian of the overflowing reservoir 
of national credit, it fails to grasp the 
plow handles of the magic and powerful 
agency of research to cultivate the fields 
of activity that lie fallow in our na- 
tional economy, but waiting to produce 
for us all an abundance of potential 
and distributable well-being. 

Money in plenty is essential to such 
a program of discovery. Profit on the 
investment is assured in wide margin 
by the experience of industry and 
science in courageously appropriating 
funds for the purpose. So far bank- 
ing’s contribution to the research chest 
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in terms of dollars has hardly taken 
on a serious aspect. Not until banking 
is ready to appropriate the cash dollars 
for a major effort in discovering the 
road to the full usefulness of banking 
in our national economy, can we hope 
for results on a scale commensurate 
with the size of the banking structure 
or in ratio to its importance in Amer- 
ica’s salvation and progress. 

It will no doubt be years before the 
smaller so-called country banks will 
generate an appreciation of research, its 
necessity, and the threatening element 
of passing time and evolving socializa- 
tion of credit functions to a point where 
they will put any apprecioble part of 
current earnings into research organ- 
izations. They in turn will suffer less 
in total though not in percentage as 
their field narrows and their usefulness 
becomes restricted. 

But the larger banks in the centers 
of population and concentration of 
bank resources, with official staffs free 
to think, plan, and preceive the course 
of events, are those upon which will 
rest the odium of failure or the laurels 
of praise in proportion to the cour- 
ageous adoption of major research as 
to our economic outlook and banking’s 
responsibility for the nation’s welfare. 

Banking must determine to finance 
research in terms of limited millions 
rather than in terms of paltry thousands, 
if the real issues are to be exposed, the 
real problems are to be stated, and 
genuine solutions are to be evolved. 
The automobile once was a toy of the 
rich. Research made it the important 
industry of the nation. Research was 
once the titillation of professional 
minds, but industry survives today by 
the products of its laboratories. Re- 
search offers to banking, if adopted on 
a serious basis, the opportunity to save 
itself from slow absorption into the 
bureaucracy of the state. It offers 
banking the opportunity to present it- 
self to a grateful public as a sure path- 
finder to greater abundance for all, 
through the intelligent action and en- 
lightened self-interest of private enter- 
prise in contrast to the uncertain and 
halting effects of political experimenta- 
tion. 
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Bankers have a story to tell, but-- 


By A. R. GRUENWALD 


Director of Public Relations, Wisconsin Bankers Association 


ANKERS have a story to tell, but 
who shall tell it? How shall the 
story be told, and will the public 

really listen? Recently, September 
19-23 to be exact, about 10,000 people 
in five Wisconsin cities—Appleton, 
Marshfield, LaCrosse, Madison and 
Waukesha, did listen. True, they 
listened as guests of their banks to the 
beautiful tenor voice of John Carter, 
radio soloist and recent addition to the 
Metropolitan Opera, but they also 
listened to William A. Irwin, assistant 
educational director of the American 
Institute of Banking, American Bankers 
Association, discuss “The American 
Way,” including the contributions and 
problems of American banking. They 
listened attentively, learned to share his 
love and devotion to America, laughed 
at his Scotch humour, and gasped as he 
said, “When I was a boy 10 years of 
age in Scotland, I went down 1900 feet 
in a coal mine, and two miles back, 
to dig coal from a 20-inch vein—4% 
tons of it per day, for 85 cents.” They 
learned to love the man who so sincerely 
lauded America and reminded “the 
ladies and gentlemen” and the “boys 
and girls” in his audience to be grate- 
ful for our civil and economic liberties 
and to continue to work for and be- 
lieve in an America that had accom- 
plished so much in a comparatively 
short time. Born in Scotland, and hav- 
ing lived in a half dozen countries, Mr. 
Irwin could speak convincingly when 
he compared America with other na- 
tions. And he did it not in high sound- 
ing phrases but in simple language and 
homely illustrations. Mr. Irwin ad- 
mitted our mistakes, our failures, our 
human weaknesses, even among bank- 
ers, but reminded his hearers that that 
was no reason to condemn all. He 
pointed out that after each set-back, 
America came back, and advanced to 
new heights. And when Mr. Irwin con- 
cluded his address with the words, 
“Thank God for America,” the audi- 


ences made the packed auditoriums echo 
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with applause. Mr. Irwin’s encores in- 
cluded a wee bit more of Scotch humour 
—then followed Soloist Carter with a 
second group of songs, appropriately 
including “Annie Laurie.” Music and in- 
formation was beautifully blended to the 
complete satisfaction of the audiences. 

The results? Thousands of people 
learned some simple banking truths and 
were grateful to the bankers of Wiscon- 
sin for bringing such a high-grade pro- 
gram to their communities. Wishful 
thinking? Hardly. Listen to these 
first returns from a survey of public 
opinion being made by the association: 
A school teacher says, “I learned more 
at this meeting about the problems 
bankers face than I would in a month 
of study. A housewife comments, 
“More young people should have heard 
the address by Mr. Irwin.” Another 
said, “One of the finest things the bank- 
ers have done to acquaint people with 
the problems of banking.” 

The Wisconsin press, seeing news in 
the event, spread the message to thou- 
sands of Wisconsin newspaper readers. 
In Marshfield where the second of the 
series of meetings was held at the Purdy 
High School auditorium, the News- 
Herald said editorially, “Marshfield 
and the surrounding area are indebted 
to the bankers of Group 6, Wisconsin 
Bankers Association, who opened their 
meeting to the public Tuesday night. 
An audience of approximately 1200 
persons thoroughly enjoyed the songs 
of John Carter, brilliant young Metro- 
politan Opera tenor, and the address, 
‘The American Way’ by William A. 
Irwin of the American Bankers Associa- 
tion. The response from both singer 
and speaker should delight the hearts 
of the bankers who arranged the meet- 
ing. Both scored heavily with the au- 
dience. Speeches usually are dry but 
not when homely truths are pointed out 
in a commonplace and understandable 
way. Marshfield will be glad to play 
host to similar bank meetings at any 
time we are given the opportunity.” 
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It was of course one thing to engage 
Mr. Carter and Mr. Irwin. It was quite 
another to plan and carry out these 
public meetings to a successful conclu- 
sion. This was done under the capable 
leadership of S. N. Pickard of Neenah, 
Wisconsin, president of the Wisconsin 
association. Mr. Pickard personally 
visited each of the five key cities se- 
lected and with his customary enthu- 
siasm and optimism sold group officers 
and local bankers on the possibilities 
of the proposed public meetings as a 
fitting conclusion to their district meet- 
ings. There followed in rapid succes- 
sion the advertising and publicity plans 
of the association’s public relations de- 
partment. Advertisements and special 
news stories were prepared for Wiscon- 
sin newspapers and banking publica- 
tions. Attractive printed folders, local 
newspaper advertisements, special ad- 
vertisements in banking publications 
circulating in Wisconsin, lobby posters 
and tickets for banker delegates, cus- 
tomers and public were prepared—all 
localized for the benefit of the five host 


cities. In the meantime association 


group officers and local banker commit- 
tees worked conscientiously to complete 


local arrangements. 

Auditorium doors opened at 7:00 
p- m., registered bankers as convention 
delegates were given reserved seats to 
be released to the general public if not 
occupied by 7:45 p. m. Promptly at 
8:00 p. m. John Carter appeared with 
Charles Lurvey at the piano. After the 
first group of songs the president of 
the respective group extended. greetings 
to the audience and expressed apprecia- 
tion for their interest and attendance 
and then introduced President Pickard, 
who briefly outlined the purpose of the 
meeting and then introduced Mr. Irwin, 
the guest speaker, whose address was 
concluded in from 35 to 45 minutes. 
The meetings were planned to move 
along with dispatch in special consid- 
eration of those who found it necessary 
to stand through the entire program 
after all available seats were taken. 

In some of the key cities more people 
could have been reached if larger audi- 
toriums had been available. In Madi- 
son, for example, the University Stock 
Pavilion seating 3600 was filled to ca- 
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pacity with over 500 on the outside of 
the building and in nearby automobiles 
listening to the program over the pub- 
lic address system. 

The reaction of Wisconsin bankers 
to these public meetings has been so 
gratifying that plans are now in the 
making for a similar program to be 
held in Milwaukee in connection with 
the association’s annual convention in 
June. 

These public meetings, while splen- 
did in themselves, are not considered 
the finale in the association’s education 
and public relation program. Such 
events are regarded as a part of the co- 
ordinated public relations program, 
originally submitted by the association’s 
committee on Education and Public Re- 
lations. A sound follow-up is regarded 
as essential after the audience goes 
home. 


Since these public meetings have ad- 
journed, the public relations depart- 
ment has sent its eighth series of in- 
formative advertisements on banking 
and agriculture to its member banks. 
In the current series a low cost mat 
service including illustrations is offered 
on an optional basis giving member 
banks, especially in smaller communi- 
ties, an opportunity to improve the 
design and attention getting value of 
their advertising. Since several hun- 
dred Wisconsin banks are using this 
service in whole or part it is reasonable 
to assume that the quantity of bank 
advertising in Wisconsin has increased 
and the quality improved, and the 
public has received helpful information. 

Also to be released at an early date 
is the sound motion picture “Your 
Money and Mine” produced by the 
Wisconsin Bankers Association for 
showings before student and adult audi- 
ences throughout the state. Visual 
education in banking is not new in 
Wisconsin, for the association has, as 
a part of its education and public rela- 
tions program, shown the sound motion 
picture “Back of Banks and Business” 
produced by the Federal Reserve Bank 
of Minneapolis to over 100,000 students 
and adults. 


The coming winter months will find 
scores of bank staffs throughout Wis- 
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Have your Personal Loans 


Insured by 


a company that specializes in that type 


of insurance exclusively 


Op Repusiic Crepir Lire INsuRaANcE Company pioneered in 
adapting credit life insurance to the needs of commercial banks with 
Personal Loan departments. It specializes in this type of insurance 
exclusively. Its activities in this field are not mere side-issues, not a 
subordinate part of its business. Hence its service is expert, thorough. 

Hundreds of banks throughout the country are successfully using 
Old Republic’s simple, practical plan of insuring personal loans 
against the death of borrowers. It gives them 100% coverage on 
the unpaid balances due. It also protects the borrower’s family, his 
estate, and the co-maker or endorser. Yet it costs the banks nothing 
to install, nothing to operate. 

A valuable by-product of the plan is the good will that ensues 
when a bereaved family is notified by the bank that no further pay- 
ments on a personal loan will be necessary. Prompt notification to 
this effect is possible because Old Republic’s immediate check 
to the bank settles everything. 


Full particulars of Old Republic’s simple, efficient Plan 


will be supplied to any bank upon request. 


Old Republic Credit 


Life Insurance Company 
309 West Jackson Boulevard, (Aicago 
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Meeting held at the Stock Pavilion, Madison, Wis. 


consin meeting for the third consecu- 
tive year to discuss informally the cus- 
tomer and public relations aspects of 
current banking problems. These dis- 


cussion groups are sponsored by indi- 
vidual banks, city banks jointly and in 


most cases by county bankers associa- 
tions. Material is furnished by the 
public relations department. An _ in- 
creasing number of Wisconsin bank em- 
ployees are therefore receiving syste- 
matic training, from year to year, in 
the art of improving the relations of 
their banks with customers and public. 

The speakers bureau of the associa- 
tion, with a personnel of about 150 
Wisconsin bankers, is also broadening 
its services for the coming year. New 
speech material, in addition to that 
furnished by the American Bankers 
| Association, is in the process of pre- 
paration and plans are about completed 
to offer the service of the bureau to 
various organizations throughout the 
state. In Milwaukee the committee on 
education of the A. I. B. Chapter co- 
dperates with association headquarters 
in handling all requests for speakers in 
Milwaukee county. This codperative 
plan is also offered to the five other 
A. I. B. city chapters in the state and 
the group study classes of the Wiscon- 
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sin State Chapter of the American In- 
stitute of Banking, which chapter has 
served Wisconsin for 21 years, with 
Wall G. Coapman, association secre- 
tary, as its guiding star. 

Codperation with the press is another 
vital part of the association’s public 
relations program. In a recent year 
over 50 news releases were issued in 
the form of copies or summaries of ad- 
dresses made by guest speakers, asso- 
ciation officers, committee chairmen and 
members, at various meetings of the 
association and the annual convention 
of the Wisconsin State Chapter of the 
A. I. B. The public relations depart- 
ment codperates with the press at all 
association meetings, prepares special 
articles, and urges members to give 
their local editors such banking and 
financial news as is of interest to read- 
ers, many of whom are likewise bank 
customers. 

Wisconsin bankers believe that a 
sound public policy is as essential to 
successful bank management as is @ 
successful bank policy. Codperating 
with association officers in that convic- 
tion explains, perhaps more than any- 
thing else, the gratifying success of the 
recent series of public meetings in 
Wisconsin. 
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» Broaden customer service with Chase correspondent facilities « 


mea 
f 


7 


~~ 
=———— 


SPEEDING MONEY TRANSFERS 
. . EVERYWHERE 


VERY business day, through the facilities of 
E the Chase Money Transfer Department, 
millions of dollars are transferred swiftly by wire 
to and from cities in every section of the nation 
—or by cable or radio to trade centers through- 
out the world. 





This accommodation is of particular advan- 
tage to the bank requiring immediate transfer 
of customers’ funds to any chosen destination. 
It is one of the many reliable services available 
every business day to the thousands of Chase 
correspondents. 





THE CHASE NATIONAL BANK 
OF THE CITY OF NEW YORK 
Member Federal Deposit Insurance Corporation 
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THE HOUSTON CONVENTION 


A.B. A. re-affirms its stand in favor of dual banking 
system and restriction of branches to state lines 


LIVELY election battle to determine 
the new second vice-president of 
the American Bankers Association 
loomed as nearly 3000 bankers from 
forty-seven states and the District of 
Columbia converged on Houston, Texas, 
via special train and airplane last 
month for the 64th annual convention 
of the association. But the promised 
battle never got beyond the campaign 
stage. P. D. Houston, chairman of the 
board of the American National Bank, 
Nashville, Tenn., was put forward by 
the nominating committee and unani- 
mously elected on the floor second vice- 
president—a position of prime impor- 
tance because of the A. B. A.’s custom 
of automatically advancing officers one 
step each year. Philip A. Benson, 
president of the Dime Savings Bank of 
Brooklyn, New York, was advanced to 
the position of president of the associa- 
tion and Robert M. Hanes, president of 
the Wachovia Bank and Trust Company 
of Winston-Salem, North Carolina, to 
the position of first vice-president. 
The issue involved in the pre-con- 
vention campaigns was the issue so defi- 
nitely settled at the Boston convention 
last year and re-affirmed at Houston this 
year—the issue of unit versus branch 
banking. Mr. Houston supposedly 
represented the branch banking inter- 
ests, despite his clear-cut statements to 
the contrary, while W. Laird Dean, 
president of the Merchants National 
Bank of Topeka, Kansas, represented 
the unit bankers and Frank Powers, 
president of the Kanabec State Bank of 
Minnesota, was the compromise candi- 
date. Actually, it seems, everybody 
was in agreement on the main issue. 
Mr. Houston was nominated by the com- 
mittee, Mr. Dean seconded the nomina- 
tion, a unanimous vote was cast, and a 
resolution was adopted repeating the 
A. B. A.’s stand against the extension 
of branch banking beyond state boun- 


daries. However, the success of Mr. 
Dean, whose bank does _ operate 
branches, has already led to talk of 
running Russel G. Smith, vice-president 
and cashier of the Bank of America 
N. T. & S. A., of San Francisco, and 
retiring head of the National Bank Di- 
vision of the A. B. A., for second vice- 
president next year. At the same time, 
a proposal was made by Robert S. 
Beasley, president of the Independent 
Bankers Association of Southern Cali- 
fornia, urging that the independent 
bankers be taken into the American 
Bankers Association in the form of a 
Unit Bank Division. Though settled 
now, the branch banking question is 
apparently not dead for the A. B. A. 

Resolutions adopted by the conven- 
tion recommended that activities be con- 
tinued in the field of banking research 
and in the development of the Gradu- 
ate School of Banking. They com- 
mended the holding of public banking 
conferences and stated that banks were 
serving their customers and communities 
“with increasing flexibility and effec- 
tiveness and stand ready to continue 
to do so in this period of business ex- 
pansion.” The resolutions repeated the 
expression that the number of banks 
chartered be rigidly limited to economic 
requirements of their communities, and 
reiterated “the position of this associa- 
tion that a return to a balanced budget 
should be the prime objective of a 
sound fiscal policy.” 


First General Session 


President Orval W. Adams in deliv- 
ering the opening address to the first 
general session of the convention on 
November 15 reviewed the progress of 
the association for the past year and 
spoke earnestly of his hopes for the 
future. He stressed the great advances 
made in public relations activities and 
laid particular emphasis on the public 
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relations work through the public meet- 
ings which featured the three regional 
conferences of last winter and the con- 
vention of the Utah State Bankers As- 
sociation and the 1938 group meetings 
of the Wisconsin Bankers Association. 
Speaking of the membership drive Mr. 
Adams said that the “record shows that 
803 banks came into the organization. 
The association now speaks for more 
than 76 per cent. of the banks of 
America. It means that today banking 
is more united than at any time in re- 
cent years.” 

On the subject of politics and eco- 
nomics the retiring president was not 
so satisfied. Calling attention to the 
deficit financing of the Federal Govern- 
ment, he said that “for three long years 
the Federal Government has been on 
the road toward bankruptcy; that per- 
manent recovery will begin only when 
the deficit trend is reversed through a 
reduction in government expenses and 
a broadening of the tax base. . . . With 
public spending out of control, upon 
us as bankers rests primarily the duty 
of protecting the savings of the Ameri- 
can people. . . . By way of self-defense 


and in order to save the American sys- 
tem, we must organize our depositors 
and give them and all others who have 
accumulated something an economic 


education. This is the only practical 
way I know of to resist the pressure 
groups and vote-buying politicians who 
are destroying and wasting the savings 
of our depositors, and of all of our 
citizens who have worked and saved.” 

Following the annual address, the re- 
port of the executive council was pre- 
sented and a committee on resolutions 
appointed. 

The second address of the session was 
made by Jesse H. Jones, Texan and 
chairman of the Reconstruction Finance 
Corporation. It was on his usual sub- 
ject—changed credit requirements and 
the necessity that the banks meet them 
or lose business to the government and 
competitive lending agencies. Comment- 
ing on the lack of codperation on the 
part of bankers he said: “When the 
Reconstruction Finance Corporation 
sent out their participation forms in 
March to 14,000 banks, only 1 per cent. 
of them acknowledged receipt. When 


we wrote the second time, after the uni- 
form examination agreements, again 
only 1 per cent. acknowledged receipt. 
That can only be interpreted to mean 
a lack of appreciation by the bankers 
of the public demand for a more sympa- 
thetic attitude toward businesses that 
need credit, the borderline cases that, 
due to years of depression are no longer 
Class A risk, but that are important 
to our whole economy. Congress will 
meet this demand if banks do not, and 
I know that most of you do not like 
government lending—unless it is to 
some borrower to take up one of your 
frozen loans.” 
Continuing, he said: 


Since the banking acts of 1933 and 1935, 
we have very broad powers and facilities. 
Banks can issue money when their availabie 
supply runs low. With all these facilities 
and powers, and with deposit insurance 
where more than 98 per cent. of our de- 
positors are insured against loss, there is 
no occasion to worry about bank runs or 
bank failures, no occasion for conducting 
your bank so as to be able to pay all of 
your depositors at one time. It is not go- 
ing to be necessary, and if it should be, you 
would not be able to do it,.except by print- 
ing money and you would not like that. 

It is true, of course, that with poor man- 
agement banks can fail, but only the stock- 
holders and a few large depositors can 
lose. Double liability has been done away 
with, and large depositors are usually in- 
formed. Being informed they will not get 
hurt. 

Possibly too many of us take the posi- 
tion that, law or no law, we are going to 
run our banks according to our own ideas, 
even though those ideas are outmoded. That 
may be all right, if in doing so we do not 
give further ground to lending by govern- 
ment and finance companies, and thereby 
drive more good business away from the 
banks. 

Furthermore, bank deposits constitute the 
country’s working balance, and a proper 
proportion of this balance must be kept 
working if men are to work. 

Credit has become a commodity to be 
sold at market. And no one can blame a 
business for buying its money through the 
issuance of long time securities or through 
any other method which it prefers to bor- 
rowing from banks and relying upon re- 
newals. There is no reason why banks 
should not solicit loans as energetically as 
they solicit deposits. 

Because I think it to the best interest 
of all of us, the country and the banks, I 
am talking in the interest of term loans to 
business and industry by banks, made on 
a basis that, according to the best judg- 
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ment of the borrower and the lending bank, 
will enable the borrower to repay the loan, 
Usually the borrower is the best judge as 
to how he can pay his loan, and his judg- 
ment should not be disregarded. He should 
not be required to give a note due in one 
year if it is going to take three years for 
him to pay it back, meantime relying upon 
renewals at the pleasure of the lender. Nor 
should he be requird to sign a note due 
in 1, 2 or 3 years if he will require from 
1 to 10 to liquidate the debt, 


Presenting the final talk of the ses- 
sion, W. J. Cameron of the Ford Motor 
Company touched on what was to be 
the theme of many of the later addresses 
of the convention, the idea that this was 
an era when people were beginning to 
demand something for nothing but that 
something for nothing was both impos- 
sible of attainment and undesirable 
even if it were possible. Speaking on 
“Industrial Freedom,’”’ Mr. Cameron en- 
visioned an America of continued free 
enterprise and called on the nation’s 
businessmen to rely on “uninspired 
plugging” as the only sure way of in- 
suring American business. 

“We should know,” he said, “the only 
standard of social justice is the produc- 
tion of more wealth. More distribution 
would not result in more justice be- 
cause all the means to live by have 
not yet been produced. Our hope for 
social justice lies in the production of 
more usable wealth.” 


In contrasting the attitude toward 
business men in the United States and 
in other democratic countries, he said: 

“In Canada, the man who can make 
a payroll for five or a hundred, or a 
thousand men, is respected as a builder 
of a nation. They actually respect their 


businessmen and _ industrialists in 


Canada. 

“We at Dearborn see something of 
that difference. The head of the Ford 
Motor Company of the United States is 
known variously as an economic royal- 
ist and a public enemy, is subjected 
to various petty forms of persecution; 
whereas the head of the Ford Motor 
Company of England, who hasn’t done 
one-thousandth part as much for his 
country as my boss has for his, is called 
to Buckingham Palace and made Lord 
Perry of Stock Harbor. Over there they 
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give them titles and here we call them 
names.” 

And in conclusion: 

“We are going to bring business back 
by the same old application of energy 
to objectives that the farmer shows 
when he puts himself behind the handles 
of his plow, and he gets to plow his 
field. He doesn’t have a pep session 
with the hired girl and his wife in the 
kitchen before he goes out. He goes 
out in the cold morning and he plows.” 


Second General Session 


A return to those fundamental pro- 
cedures which have lain at the founda- 
tion of the building of the United 
States was urged by Dr. Adam S. Ben- 
nion, assistant to the president of the 
Utah Power & Light Company, Salt 
Lake City, Utah, in the first address 
delivered before the second general ses- 
sion. 

Dr. Bennion, who addressed the bank- 
ers on the subject of “When Two Gen- 
erations Meet,” said that he didn’t fear 
that the American people would “leap 
to Fascism or Communism—not directly. 
They are too repugnant to the Ameri- 
can spirit. But under disguise they 
may sneak in upon us under such harm- 
less sounding terms as planned econ- 
omy, government ownership, and social 
security. 

“Let’s have no misunderstanding. We 
cannot be reactionary. We cannot hope 
to go back to the ‘good old order.’ But, 
clearly, we have been experimenting 
long enough. Let’s accept such legisla- 
tion as has proved itself workable. Let’s 
get back to those fundamental proced- 
ures which not only have lain at the 
foundation of all our building to date, 
but which by the very nature of things 
must underly all successful future 
building.” 

Dr. Bennion made the following sug- 
gestions “if we are to keep America 
American: 

1. The government should govern more, 
and rival less. “To provide for the com- 
mon defense,” and “to promote the general 
welfare” are both comprehensive expressions. 
The problems of our schools, of our roads, 
of our army and navy, of our law enforce- 
ment—these and scores of other problems 


are ample to occupy the men charged with 
governing us. The government ought not 
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extend its operations into competitive fields 
either to make or to destroy profit. Uncle 
Sam can be a wonderful umpire. We need 
him to officiate. He should set up the rules 
and see that they are enforced. But when 
he aspires to be a star performer—when 
he puts the ball under his arm and runs 
for a touchdown—well—he may temporarily 
get the cheers of the bleachers—but he’ll 
spoil the game. There is neither any con- 
test left nor any impartial enforcement of 
the rules. 

2. The American people should no longer 
have thundered in their ears that profit is 
criminal. A reasonable profit must always 
lie at the foundation of successful business. 
When a firm doesn’t make a profit, it no 
longer stays open. And when it closes there 
are fewer jobs for men. Such an institu- 
tion joins those thousands of institutions 
to which no monument is ever raised. Men 
can be employed and wages paid only by 
profit-making business. 

3. Interest is merely wages paid to 
money. Money won’t work for nothing any 
more than men will.-And when money won’t 
go to work men cannot. High wages for 
men—and abnormally low interest for money 
—just don’t make a partnership. 

4. Mere spending does not create wealth. 
Distribution may be an enticing idea but 
it doesn’t produce the wherewithal to be 
distributed. A homely illustration will make 
this point clear. A lad had brought his 


buddies into the kitchen for a snack. As 
they went to work on the cookie jar, the 
boy could see that the cookies were fast 
disapparing. He called out, “Ma, we better 
be bakin’ some more cookies.” Frankly, 
the time has come for Uncle Sam, or some 
of the children to suggest, “Ma, we better 
be bakin’ some more cookies.” 

5. Taxes, likewise, are convenient dis- 
tributors, but they don’t produce wealth. 
In fact they can easily discourage the at- 
tempt to produce it. Why work and risk 
if the great share of what you make is 
taken from you in taxes? We are discov- 
ering not only that there is a point of 
diminishing returns in the matters of taxa- 
tion, but we are seeing the force of the 
adage, “The power to tax is the power to 
destroy.” The people, too, are coming to 
see that finally they are the source, as well 
as the victims of taxes. Business may col- 
lect them, but by and large they find their 
way back to the consumer. In most in- 
stances he is the source of all revenue— 
where else could taxes come home to roost? 

6. Too much legislation stifles business. 
Regulation, yes; but interference is like a 
financial hurricane—it drives money into 
the cellar. When threats and innuendos 
create doubt and suspicion business is not 
only haltered, but hobbled as well. 

7. We cannot borrow ourselves out of 
debt any more than a man can drink him- 
self sober. If I have spent my money in 
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unwise and unproductive undertakings, to 
lend me more money to follow up those 
same undertakings is to invite financial dis- 
aster. Budget balancing isn’t popular—and 
it isn’t easy—but it’s still sound. 

8. Adequate care for aged and needy 
citizens is altogether a worthy ideal, but 
$30 a week hysteria will wreck any com- 
monwealth. Colorado’s $45 a month not 
only has proved itself unworkable—it has 
threatened the breakdown of some of the 
state’s finest institutions. Emotional enthu- 
siasm needs always to be proofread by 
hard-headed common sense. 


Speaking on the subject of “Consti- 
tutional Liberties,” J. Reuben Clark, Jr., 
chairman of the executive committee of 
the Foreign Bondholders Protective 
Council, Inc., New York, outlined the 
various provisions of the United States 
Constitution interpreting them as the 
framers of the Constitution originally 
intended them to be understood and as 
they are interpreted today by some. He 
charged the bankers not to let the lib- 
erties which they had gained be wrested 
from them. He said that changes made 
in the Constitution should be made “to 
protect and preserve our liberties, not 
to take them from us. Greater freedom, 
not slavery, must follow every consti- 
tutional change.” 


Third General Session 


A note of humor, for the general pub- 
lic, at least, was injected into the final 
general session unexpectedly. Presi- 
dent Adams had called the meeting to 
order, and the Reverend J. A. Rapp, 
pastor of the Sacred Heart Church, 
Houston, Texas, rose to give the invoca- 
tion. He gave the invocation and it 
turned out to be a twenty minute lec- 
ture based on the text “money is the 
root of all evil.” 

Speakers at the final session were: 
Dr. Karl T. Compton, president of 
Massachusetts Institute of Technology, 
Cambridge, Mass., and Right Reverend 
James E. Freeman, Bishop of Washing- 
ton, Washington, D. C. 

Dr. Compton, speaking on “Science, 
Employment, and Profits,” said that 
general unemployment is a far more 
serious problem than technological un- 
employment. “Science has been criti- 
cized because of certain evils which have 
attended its application in human af- 


fairs,” he said. “The record of benefits, 
however, so far exceeds the record of 
damage that I would not focus primary 
attention on the latter.” 

Dr. Compton’s address was on a sub- 
ject of such general interest and he 
gave such positive and hopeful sugges- 
tions as to what we may expect in the 
future that the last portion of it is here 
quoted in full. 


Remember when Moses led the children 
of Israel out of Egypt into the Promised 
Land, Joshua, sent ahead to spy out the 
land, brought back a glowing description 
of a “land flowing with milk and honey.” 
This was truly the opportunity for a more 
abundant life for the Israelites, and they 
proceeded to smite hip and thigh the Hit- 
tites, Moabites and Philistines, and to take 
possession of their land, herds and cities. 
The ethics of the case did not disturb them, 
for were they not the “chosen people?” 

Later, the Romans conquered the then 
known world, in order to extract tribute 
and slaves from the conquered nations, and 
to exploit the mines and farms of the 
world. Beginning with 1492, all Europe 
sought wealth through exploitation of the 
newly discovered lands of America, which 
they took from the Indians by conquest or 
treaty. A century or two ago the nations 
of the world were robbing Africa of its 
ivory and its gold, and capturing its peo- 
ple for slaves. We can all cite examples 
of this same philosophy in international af- 
fairs in the present year of 1938, even to 
the use of the old excuse of the Israelites 
in that each nation tends to consider itself 
as a “chosen people,” with special privi- 
leges over other peoples. 

But it is not alone nations against na- 
tions which have followed this policy of 
seeking to profit at the expense of others. 
Let me suggest a few examples of this 
same primitive philosophy operating within 
our own nation in recent times. 

A speculator attempts to corner the 
wheat market so that he may reap a profit 
at the expense of the purchasing public. A 
trust, in the sense of a combination in re- 
straint of trade, attempts to use its control 
of the situaticn to force its customers to 
pay exorbitant prices in order that it may 
make an abnormally large profit at the ex- 
pense of the public. There is much of the 
same basic element in the doctrine, which 
has had some governmental sanction, that 
the farmers of the country should combine 
together to restrict production in order that 
prices of agricultural products may rise, 
thus forcing the public to pay special bene- 
fits to the farmer. Industries seek an 
analogous special advantage through tariff 
protection. A political party, when it wins 
an election, proceeds to displace postmasters 
and commissioners with its own followers, 
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—to hand out patronage, as it is called, at 
the expense of the losing party. There has 
been a tendency for the owner of a business 
to pay his employees as little as possible, 
taking ali the work he can get out of them 
and paying as little as possible in order 
that his profits may be large. For equally 
natural reasons, ever since the days of the 
Romans and perhaps earlier, there have 
been trade unions of workers organized to 
force the employer to pay higher wages for 
less work. 

But, in recent times, modern science has 
developed to give mankind, for the first 
time in the history of the human race, a 
way of securing a more abundant life which 
does not simply consist in taking it away 
from some one else. Science really creates 
wealth and opportunity where they did not 
exist before. Whereas, the old order was 
based on competition, the new order of 
science makes possible, for the first time, 
a co-operative creative effort in which 
every one is the gainer, and no one the 
loser. 

For this reason, I believe that the advent 
of modern science is the most important 
social event in all history. It marks the 
point at which men have come to under- 
stand themselves and the world they live 
in well enough to begin systematically to 
control the hidden forces of Nature to their 
advantage. Already science has done much 
to raise our standards of living, but these 


hidden forces are so great that we are 
assuredly only at the beginning of things 
possible. 

Now, through science and the machine, 
the people of the United States are served 
with the equivalent of one hundred slaves 


for each man, woman and child. In other 
words, there is machine power expended at 
the rate of 13.38 horsepower hours per day 
per capita. This figure changes to 6.65 in 
Great Britain, 6.04 in Germany, 4.35 in 
France, 1.75 in Japan, 0.93 in Russia, 0.63 
in Brazil and 0.45 in China. Averaged over 
the entire earth, the machine power is 2.475 
horsepower hours per day per capita (or 
the equivalent of about 18 slaves per per- 
son). 

To illustrate how the machine has bene- 
fited the laboring man, consider the fore- 
going figures in connection with the follow- 
ing. Suppose an average steel worker 
wishes to buy 1 lb. each of beef, bacon, 
bread, butter, potatoes and sugar, plus 1 
quart of milk and 1 dozen eggs. In the 
In the U. S. he would have to work one 
and one-half hours to earn enough money 
to buy these things. In France he would 
have to work three and one-half hours, in 
England three and three-fourths hours, in 


Germany five and three-fourths hours, in 


Russia twenty-three and one-half hours. 
Some significant facts regarding the effect 

of the machine on the wages and employ- 

ment of the worker, are these: Counting 
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1840 as about the year in which power ma- 
chinery came to be important in the United 
States, we find a steady increase since that 
date in ratio of average wages to average 
prices of commodities, so that it is now 
about seven times what it was in 1840. In 
other words, the average wage earner in 
America can today buy seven times as much 
with his wages as he could in 1840; or more 
than twice as much today as he could in 
1910. Also, despite increasing population 
and increasing use of labor saving machin- 
ery, the percentage of our population gain- 
fully employed increased 25 per cent. be- 
tween 1870 and 1930. 

A pamphlet distributed a few months ago 
by the First National Bank of Boston, listed 
some achievements made by the combina- 
tion of applied science and individual in- 
itiative under the title: The American Sys- 
tem and the Abundant Life. It said, in 
part: 


“More material progress has been made 
during the past one hundred and fifty 
years under the American system of busi- 
ness enterprise than during all the preced- 
ing centuries in the world’s history. This 
record of achievement is a challenge to those 
who would radically change the system. 
Even in such a trying period as we are 
passing through, we cannot afford to for- 
get our history or lose our perspective. It 
is well to recall that for thousands of years 
mankind was struggling with nature to eke 
out a bare existence, and the economic sys- 
tem of today is the survival of experiments 
in virtually all forms of endeavor. The 
present system is being constantly corrected 
and modified as defects appear. 


“Not only has our per capita material 
wealth greatly increased, but the schedules 
of labor have been reduced from sixty hours 
a week in 1900 to an average of around forty 
hours at present. Machines have lifted the 
burden from the backs of workers so that 
considerably less human energy is now re- 
quired for a greatly increased volume of 
output. 


“The American system has not only vastly 
improved working conditions in the factory, 
but it has also reduced much of the drudg- 
ery in the home. Two-thirds of the homes 
are now wired by electricity, and of that 
number 97 per cent. have electric irons, 49 
per cent. have electric washers, 42. per cent. 
have electric clocks and 34 per cent. have 
electric refrigerators. As a result of the 
aid of mechanical servants and ,the large 
number of former domestic tasks now per- 
formed outside the home, the hours de- 
voted to housekeeping have been reduced 
by over 30. per cent..within the past .gen- 
eration. 

“Unparalleled facilities for education are 
provided in this country. The percentage 
of persons. between the ages of five to seven- 
teen enrolled in our public schools has in- 
creased from 57 per cent. in 1870 to 73.5 
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per cent. in 1910, and to 82 per cent. in 
1932. The average number of days attended 
by each pupil has nearly doubled in the 
last six decades. More money is spent on 
training our young people than in all the 
other countries of the world combined. Ex- 
penditures on education per capita increased 
from $2.84 in 1900 to $17.42 in 1932 while 
the aggregate salaries paid the teachers 
have more than quadrupled during this 
period. Not only has there been a marked 
increase in the attendance at public schools, 
but more than 1,000,000 students are now 
enrolled in our colleges, or six times as 
many as in 1900. Our system of education 
has opened wide the door of opportunity 
to all of our people.” 

From still another point of view, we again 
see applied science—technology—as an in- 
creasingly important source of wealth. Our 
nation, within our generation, has come to 
the end of the unlimited opportunity for 
exploiting the free and undeveloped natural 
resources with which our land has been 
blessed—resources of coal, oil and gas, of 
mineral deposits and rich agricultural land, 
free for staking a claim and working it 
to provide. materials for a rapidly expand- 
ing civilization. But no longer is the road 
to easy wealth epitomized in Horace Gree- 
ley’s words: “Go west, young man, go west.” 
Nor can England any longer build her 
prosperity by geographical exploration and 
colonization of virgin lands with such profits 
as we find it now hard to realize—profits 


of 100 per cent. on every voyage of its 
East India merchantmen. 


And so it is, all over the world, that the 
point has been reached where further in- 
crease in our wealth, population and cul- 
tural opportunity will not depend much on 
discovering new resources by geographical 
exploration, but mostly on wiser use and 
new use of the resources that we now have, 
through scientific exploration. The geo- 
graphical pioneer is now supplanted by the 
scientific pioneer, whose thrill of discovery 
or urge for reward are no less keen, and 
whose fields for exploration appear to be 
unlimited. Without the scientific pioneer 
our civilization would stand still and our 
spirit stagnate; with him, mankind will con- 
tinue to work toward a higher destiny. 

Not to speak too much in generalities, let 
me give a few specific examples of what 
technological progress has meant to busi- 
ness recently. In the worst period of the 
depression, President Swope of the General 
Electric Company reported to his stock- 
holders that 60 per cent. of the year’s busi- 
ness had been in products which were new 
within ‘the preceding decade. Dr. Roger 
Adams, in his recent presidential address 
before the American Chemical Society, 
stated that 95 per cent. of the chemical in- 
dustry derived from discoveries were made 
in university laboratories. In a national 
confrence on “Technology and Employ- 
ment” held in Chicago a little over two 


years ago, Mr. John W. O'Leary stated that 
one-fourth of the employees in American 
industry today owe their jobs to eighteen 
new industries which have developed since 
1880. He also showed that the most rapid 
growth of employment is in those industries 
which have been advancing most rapidly 
along technological lines. Similarly, a sur- 
vey by the National Research Council has 
shown unmistakably that the financial 
soundness and prosperity of various types 
of industries is in general proportional to 
their activity in research. It was the de- 
velopment of railroads that led the country 
out of the depression of 1870; the electrical 
public utility industry brought prosperity 
after the depression of 1896; and the auto- 
mobile industry has been the largest factor 
in new profits and employment after the 
depression of 1907. 

Usually striking are the status and trends 
in an industry which is typical of those 
which have built on the foundation of tech- 
nological progress—the chemical industry. 
There is more than a suggestion of truth 
in the quip that any one without a doctor’s 
degree in the chemical industry is likely to 
be the janitor. Here we find a faith in the 
ultimate financial values of science like that 
demonstrated by a company which recently 
put on the market a new chemical product 
on whose research development it had spent 
more than a million dollars. Let me quote 
two paragraphs from this year’s October 
issue of the magazine “Industry,” based on 
records from the U. S. Bureau of Labor 
Statistics and the National Industrial Con- 
ference Board: 

“Employment today in the chemical in- 
dustry is 27 per cent. higher than in 1929 
although manufacturing generally is still 
about 5 per cent. lower than the 1929 peak. 

“The chemical industry’s average hourly 
wage, also average weekly wage, is 15 per 
cent. higher than for all manufacturing. 
The chemical factory worker earns on the 
average $31 a week compared with an aver- 
age of $26 a week for all manufacturing 
industry.” 

Thus far I have spoken of the achieve- 
ments of science and the beneficial effects 
of scientific discovery upon society. I have 
not opened the closet door to disclose the 
skeletons. Frankly, skeletons seem to me 
to be less important than the human race, 
for I should not advocate abolishing the 
human race just because it produces skele- 
tons, among other things. Science has been 
criticized because of certain evils which have 
attended its applications in human affairs. 
The record of benefits, however, so far ex- 
ceeds the record of damage, that I would 
not forcus primary attention on the latter. 
Nevertheless we must face and try to solve 
the difficult problems created by science if 
we wish fully to enjoy its benefits. So let 
me discuss the particular problem of un- 
employment. 

Technological unemployment is a spectre 


“504 THE BANKERS MAGAZINE for December, 1938 





OTTOMAN BANK 


CAPITAL £10,000,000 


PAID UP £5,000,000 


RESERVE £1,250,000 


London, Manchester (England), Paris, Marseilles, Ankara, Istanbul. 
TURKEY, EGYPT, PALESTINE, CYPRUS, GREECE, IRAN, IRAQ. 


Associated also with: Bank of Roumania, Ltd., Banque de Syrie et du Grand 
Liban, Banque Franco-Serbe, British-French Discount Bank, Ltd., Athens. 


THE Bank has been established for seventy-five years and 
has its own Branches or agents in every important 
commercial town in the near East. 


Payments made against Drafts, Telegraphic Transfers and 


Travellers’ Letters. 


Clean and documentary bills collected. 


Information and Commercial statistics available. Mercantile 
agencies arranged. 


A full list of the Branches may be obtained on application 
to Messrs. Brown Brothers Harriman & Co., New York 


that has haunted us particularly in the past 
few years. Let me introduce it in the words 
of Mr. John L. Lewis himself, as they ap- 
peared in the Tech Engineering News of 
October, 1937: 

“Labor, of course, is not unaware of the 
argument that the displacement of labor, 
through technical improvements in industry, 
is only a temporary phenomenon. The ar- 
gument runs like this. Improved machin- 
ery means lower prices, and the savings 
thus given the consumer are available for 
the purchase of other commodities, which, 
in turn, dmand more labor to produce. 

“The fallacies in this argument are two- 
fold. First, prices do not automatically re- 
duce themselves with lowered production 
costs. Prices are determined by many fac- 
tors, and every one, except the confirmed 
classical economist, knows that, even when 
prices do reflect reduced costs, there may 
be a long “time lag” before this occurs. 
And, second, labor is not a fluid, flowing 
from where it is not wanted to where it 
may be wanted, without loss or friction. 
Labor, on the contrary, is just a conglom- 
erate of human beings, with the ordinary 
human craving for food, clothing, shelter, 
and family life. Thus, if a machine dis- 
places ten skilled lumber workers in Seattle, 
the fact that, simultaneously, there are 
openings for ten skilled tailors in New York 
City, is no help to the ten jobless lumber 
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workers in Seattle. In the first place, they 
probably would know nothing of the New 
York jobs; secondly, they probably couldn’t 
afford to travel that far; and thirdly, even 
if these two serious difficulties could be 
overcome, the unemployed  lumbermen 
couldn’t qualify for the jobs offered. This, 
of course, is an extreme case, but broadly 
speaking, it illustrates what has been hap- 
pening to American labor.” 

Mr. Lewis’ own recommendations for 
ameliorization of this difficulty are: first, 
better assurance that workers will receive 
a fair share of the benefits.of technological 
progress; second, liberalization of social se- 
curity schemes; third,. strengthening of 
labor unions for both defense against in- 
dustry and assistance to it as situations 
dictate; fourth, direction of technology with 
view to its social consequences. 

The problem is very difficult, for there 
is great danger that steps will be taken 
which will sacrifice future welfare for the 
sake of immediate benefit. But the prob- 
lem assuredly requires the most intelligent 
and active handling that can be given it. 

General unemployment is a far more 
serious problem than technological unem- 
ployment. How can it be met? Some 12,- 
000,000 people who should have work are 
today reported as unemployed, practically 
the same number as in the early stages of 
the depression and despite the enormous 
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expenditures and theories for curing the 
situation. As a remedy the dole is only 
a desperate substitute for no remedy at all. 
Sharing the work is of some value up to a 
certain point, but becomes a boomerang if 
carried too far, i.e., beyond the point of 
efficient operation. 

Obviously general unemployment is in- 
evitable if population increases faster rela- 
tively, than new jobs multiply. We can’t do 
much about population control under pres- 
ent conditions, but what can we do about 
new jobs? Here science has a definite an- 
swer: give science a better opportunity to 
create new products which people will be 
willing to pay and to work for. Or let 
applied science so cheapen the manufacture 
of products which many people would like 
to possess but which are now too expensive 
for large scale purchase. 


This is a long-term program, for scien- 
tific discoveries cannot be made to order 
for delivery on a schedule, and when made 
they cannot be developed overnight into 
flourishing industries. But all past experi- 
ence proves that this plan is sure and suc- 
cessful. We can even prove that serious 
general unemployment would have struck 
us many years earlier had scientific re- 
search been less encouraged than it was. 
Herbert Hoover, more than ten years ago, 
pointed out the serious consequences that 
were bound to follow if some means were 
not found to support more active research 
in pure science in order to maintain the 


continuing supply of new ideas on which 
new industries and new employment could 


be built. To a certain extent he foresaw 
what has actually happened: that ten years 
later we are looking desperately for new 
industries, trying suddenly to prime indus- 
trial pumps, trying to create a great hous- 
ing industry before the technical founda- 
tions have been soundly laid. When a gov- 
ernment official asked me, not long ago, why 
science did not have more to offer now, I 
replied, “The groundwork for what you 
want should have begun ten years ago.” 
Similarly now we should be jlaying the 
foundations for ten years hence. Unfor- 
tunately few people of power to put such 
a program into effect have the vision and 
understanding to do so. 


At this point I am minded to quote as 
follows from my remarks on Research Day 
in New England last May: 

“As over against this provenly successful 
method of achieving our desires, what have 
we been doing in ‘the last few years? Pri- 
marily three things: priming the pump, re- 
dealing the cards, and multiplying restric- 
tive regulations! 

“If a pump doesn’t draw water, it may 
be because the pump is faulty or because 
it doesn’t reach down to the water level. 
Of course the sensible thing to do is to 
prime the pump, if you need water in a 
hurry. But I submit that the man who 
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simply continues to resort to this expedient 
instead of repairing his pump, or getting a 
new one, or driving his well deeper, is the 
kind of a man who is headed for continual 
trouble and poverty. Research is the 
process of building a better pump and driv- 
ing the well down into new supplies of 
water. I sincerely believe that, if a quarter 
of the money that has been poured down 
the financial pump for priming purposes 
had been wisely devoted to research and 
development of industrial products, we 
would not now be faced with another pour- 
ing of money down the same hole. 


“Then take that reshuffling of the cards 
known as ‘the new deal.’ I speak of this, 
not in a political way, but simply as an 
analysis of what I consider a basic failure 
in its method, through neglect of research, 
to achieve its splendid objectives. To a 
large extent the new deal has been played 
with the same old greasy cards. It has 
consisted essentially of taking the aces and 
jokers from one group of players and 
handing them to another group. Whether 
or not this new distribution is fair or is 
of general advantage is beyond the scope 
of my subject. But the important point 
I would make is that, through research, a 
new deck can be created with a lot more 
aces. And the aces of this new research 
game have the peculiar quality of producing 
winnings without corresponding losings. Re- 
search creates wealth, does not merely re- 
shuffle it. 


“Take again the program of regulations. 
Regulations may be necessary for other 
good purposes, but regulations do not pro- 
duce either employment or wealth or high 
average standard of living. They have 
exactly the opposite effect: they decrease 
the possibilities of progress and they in- 
troduce friction which, as every engineer 
knows, is synonymous with decrease in 
efficiency.” 

But, to come back to the subject of 
employment, let us first look at some over- 
all figures. According to a study by 
Jerome, published in 1934 by the National 
Bureau of Economic Research, the number 
of horsepower per wage earner used in 
manufacturing operations in the U. S. has 
increased steadily from an average of 2.11 
in 1899 to 4.86 in 1929, i.e., it has more than 
doubled in 30 years. Broken down into 
some general categories, we find that the 
horsepower per wage earner in the chemical 
industries increased from 2.34 to 8.80; in 
the iron and steel industries from 2.94 to 
7.58; in the stone, clay and ceramic in- 
dustries from 2.20 to 8.79; in the paper 
and printing industries from 3.06 to 6.45; 
in the rubber industries from 1.95 to 5.52; 
in the food industries from 4.03 to 4.95; in 
the non-ferrous industries from 1.33 to 4.76; 
in the lumber industry from 3.15 to 4.39; 
in the manufacture of vehicles for land 
transportation from 0.79 to 3.30; in the 
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textile industry from 1.36 to 2.43; in the 
leather industry from 0.64 to 1.37; and in 
the tobacco industry from 0.17 to 0.56. 

Running parallel with this increase in use 
of mechanical power, we can study the 
trends of employment opportunities in the 
nation’s manufacturing industries. These 
trends since 1879 have been very clearly 
analyzed by Mills in a bulletin of the Na- 
tional Bureau of Economic Research pub- 
lished two months ago. While the graphs 
and tables tell the story more easily than 
words, some of the conclusions can be sum- 
marized as follows: 


In the fifty years from 1879 to 1929 the 
total population of the United States in- 
creased by a factor of 2.45. In the same 
period the number of wage earners in manu- 
facturing industries increased by a factor 
of 3.66. In every intervening decade the 
number of wage earners increased more 
rapidly than the population except in the 
last decade, 1919 to 1929, when the number 
actually decreased slightly though the 
population increased some 12 per cent But 
even in this last decade the total number 
of wage earners plus salaried employees in- 
creased; thus this decade was characterized 
by some shift from wage earner to salaried 
employee status. In part this thift was due 
to the relatively greater need for well 
trained personnel to handle the more ad- 
vanced mechanical equipment. In propor- 


tion to the total population, in this decade 
1919-1929, the number of wage earners de- 


creased 1.8 per cent. while the number of 
salaried employees increased 1.4 per cnt. 


Accompanying these changes was a very 
pronounced increase in the efficiency of 
production per wage earner, due princi- 
pally to technological improvements. Thus, 
from 1899 to 1929, despite the large in- 
crease in number of wage earners, the total 
number of man hours of employment in- 
creased exactly in the same proportion as 
the population. In other words, although 
the fraction of the population employed as 
wage earners in manufacturing industry 
had increased notably, the average number 
of hours worked per week by each wage 
earner decreased by the same proportion. 

Since 1929, however, there has been a 
striking change. The number of wage 
earners decreased from 1929 to 1935 by a 
little over 16 per cent. while the total num- 
ber of man hours of employment decreased 
31 per cent. Thus the average number of 
working hours per week for a wage earner 
decreased nearly 23 per cent. This decrease 
reflects, in part, the pressure for sharing 
work to relieve distress, and in part the 
desperate efforts of manufacturers, by in- 
creasing their efficiency of production, to 
keep their business alive despite the partial 
collapse of sales and prices and the rapidly 
mounting load of taxation. To the social 
reformer who may condemn the manufac- 
turer replies that, had he not done this, his 
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business would have had to shut down com- 
pletely, through ; ruptcy. 

The exact course of these trends during 
the depression is given thus: output per 
man-hour has increased stéadily to a figure 
in 1935 which was 27 per cent. above that 
in 1929; total production fell off by 30 
per cent. from 1929 to 1933, and then 
picked up so that in 1935 it was 13 per 
cent. below 1929; man-hours of employment 
dropped 41 per cent. between 1929 and 
1933, and then increased to a loss of only 
31 per cent. by 1935. 


When we turn to examine the effect of 
technological change in any given industry, 
the problem is exceedingly complicated. In 
fact, the report of a National Research 
Project supported by the W. P. A,, en- 
titled “Reémployment Opportunities and 
Recent Changes in Industrial Techniques,” 
draws this conclusion: “No satisfactory 
method of measuring the effect of techno- 
logical changes on employment has yet been 
evolved. The complexity of the interrela- 
tionships between industries -and between 
productivity and production makes impos- 
sible an adequate quantitative description 
of the full effects of technological develop- 
ments.” 


I can well understand this conclusion. 
Probably the most complete study of the 
effects of technological improvements on 
an industry is that of the electric lamp 
industry by the U. S. Bureau of Labor 
Statistics, published in 1933. I know this 
industry well enough to appreciate the very 
thorough character of this study. It ex- 
plains why, in the decade 1921 to 1931, 
when the production of lamps increased 
fourfold, the man hours of employment in 
this production decreased nearly half. But 
what the study did not show was the in- 
direct new employment resulting from the 
greater use and lower cost of electric 
illumination—new employment in distribu- 
tion and sale of lamps, in operations of 
public utility companies supplying the 
power, in increased consumption of coal to 
produce this power, and above all in the 
enormous number of new activities which 
take place at night and are possible only 
because of cheap and effective illumina- 
tion. And back of all this is the basic fact 
that if there had been no_ technological 
progress there would have been no electric 
lamp industry at all. 

To those of us who see so clearly the 
value of technological progress—who realize 
that without it no legislation or financial 
juggling or labor demands or wishfil 
Christian thinking can produce high wages, 
short hours of labor, high material stan- 
dards of living and the wherewithal to pay 
high taxes—it is reassuring to know that 
the real statesmen of the labor movement 
also realize this fact. Nineteen years ago 
the American Federation of ‘Labor. ex- 
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ORVAL W. ADAMS 


Retiring president, A. B. A. and 
executive vice-president, Utah State 
National Bank, Salt Lake City, Utah. 
conviction 


pressed this in the following 


resolution: 


“Whereas, the increased productivity of 
industry resulting from scientific research 
is a most potent factor in the ever-increasing 
struggle of the workers to raise their stand- 
ards of living, and the importance of this 
factor must steadily increase since there is 
a limit beyond which the average standard 
of living of the whole population cannot 
progress by the usual methods. of readjust- 
ment, which limit can only be raised by re- 
search and the results of research in 
industry: 

“Resolved, by the American Federation 
of Labor in convention assembled, that a 
broad program of scientific’ and technical 
research is of major importance to the na- 
tional welfare ... .” 


And no statement of principle or program 
could be better than that in a Handbook 
for Committeemen of local lodges of the 
Steel Workers Organizing Committee, an 
affiliate of the C. I. O., recently published, 
It states: 


“The Steel Workers Organizing Commit- 
tee, as a progressive union, stands for a 
policy of security and plenty for all. In 
order for all our people, wage earners, 
farmers and other useful people, to have 
more, we need to produce and distribute 
more, not less. The American people pos- 
sess almost unlimited natural resources. We 
have trained management and millions of 
wage earners able and willing to *work. 
Under such circumstances greater produc- 
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© Blank & Stoller 

PHILIP A. BENSON 
President, A. B. A. and president, 
Dime Savings Bank, Brooklyn, N. Y. 


tion, guided by efficient management, means 
Lower costs tend to- 
This enables our people 
This, in turn, 
unemployed 


lower cost per unit. 
ward lower prices. 
to buy and use more goods. 
makes possible putting our 
back to work.” 

The booklet then goes on to say: 

“How is it possible for the employer to 
pay labor more and still not have less him- 
self? The answer is simpler than it looks. 
Almost any shop or mill is full of wasteful 
practices. There are many workers in any 
large-sized establishment who could offhand, 
as a result of their daily observations, give 
the management hints as to how it could 
save money and put out a better or a 
cheaper product. If this knowledge were 
collected and applied, the establishment 
would be better able to meet labor’s de- 
mands, 

“If a systematic study is made with the 
help of an expert—an expert working for 
labor as well as for management—a great 
many unsuspected ways of making econo- 
mies can often be discovered.” 

In conclusion, gentlemen of the banking 
fraternity, I realize that I have given you 
a lot of figures and an expression of faith 
in the value of technological progress, but 
I have not solved any of your problems. 
Perhaps there is no final solution, but only 
the opportunity to do our best to secure 
the benefits of science and mitigate the ac- 
companying difficulties as best we can. I 
think the whole situation can be summarized 
in a few brief paragraphs as follows: 

If we look at industry as a whole, with- 
out inquiring into particular cases, we 
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R. M. HANES 


First vice-president, A. B. A. and 
president, Wachovia Bank and Trust 
Company, Winston-Salem, N. C. 


would conclude that technological unem- 
ployment is a myth, because statistics show 
no decrease in the fraction of our popula- 
tion gainfully employed during the last few 
generations in which machine production 
has become important. This is because tech- 
nology has created so many new industries 
and has so greatly increased the market 
for many commodities by lowering the cost 
of production to make a price within reach 
of large masses of purchasers. 

In individual instances, however, tech- 
nological unemployment may be a _ very 
serious social problem, as in a town whose 
mill has had to shut down, or in a craft 
which has been superseded by a new art. 
Here the fact that technological unemploy- 
ment does not exist as measured by overall 
statistics is of small comfort to the families 
whose wage earners have lost their jobs. 

I believe that two principles should guide 
us in these matters. Improved products 
and services should be made available to 
the public, and not forcibly estopped to 
protect any entrenched business or any 
group of workers who would be thrown out 
of jobs by the change, but with this pro- 
viso: the change should be made in a man- 
ner to afford generous protection to the 
workers affected by it. This is a definite 
job for management, in which efficiency 
should be tempered by humane considera- 
tions (an attitude which, I believe, makes 
for real efficiency in the long run). 

Various mthods are available for reduc- 
ing the shock of technological changes, such 
as retraining workers, gradual changeover 
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P. D. HOUSTON 
New second vice-president, chairman, 
American National Bank, Nashville, 
Tenn. 


to fit the normal turn-over of personnel (as 
followed by the telephone companies in in- 
troducing automatic switching), pensions 
and unemployment. insurance, efficient em- 
ployment agencies for labor exchange, co- 
operation between industries of a community 
to synchronize lay-offs in one company with 
new employment in another, etc. 


In any case, I believe that the funda- 
mental criterion for wise procedure in this 
matter, as in every other, is that the pre- 
dominant motive must not be quick profits 
or temporary advantage, but best ultimate 
service of the public. How this is best 
accomplished is the great job of every busi- 
ness management. 


Resolutions Adopted 


The report of the Committee on Reso- 
lutions, presented by the chairman, 
A. L. Lathrop, was adopted as follows: 


Business activity has been increasing: in 


this country during recent months. There 
has been a vigorous increase in the: volume 
of industrial production. For some months 
past the market prices of bonds and stocks 
have been moving upward. The flow of 
national income has notably advanced. The 
totals of new financing through capital is- 
sues of securities have grown larger. Along 
with these developments. there has come a 
notable increase in the volume of employ- 
ment. The amount of new building con- 
struction has been moving upward, and there 
has been an especially noteworthy advance 
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in the growth and the wide distribution of 
new home building. 

Bankers everywhere are particularly grati- 
fied not only at these signs of business re- 
covery but at the fact that American bank- 
ing has passed through the recent period 
of business depression with almost entire 
immunity from its hazards. Bank deposits 
have continued to increase, interest rates 
en loans to customers have remained steady 
and bank losses on loans have been few 
and unimportant. Banks have continued to 
serve their communities adequately in the 
difficult year that is drawing toward its 
close, and they are prepared to expand 
their services in the better one which we 
believe lies ahead. 

We approve the work of this association 
in the field of banking research and recom- 
mend that these activities be continued. We 
also heartily recommend the continuing de- 
velopment of the Graduate School of Bank- 
ing. These undertakings are disclosing facts 
and principles which are being evaluated, 
interpreted and translated into policies and 
action by American bankers with beneficial 
results that will continue to grow through 
the years. 


We believe that the meetings between 
bankers and the general public inaugurated 
under the auspices of this association dur- 
ing the past year were productive of great 
good in the field of public relations, and 
we recommend that they be continued. Much 
benefit will accrue to the national economy 
in general as the public’s understanding of 
banking is enhanced and gradually increased 
through such means. 

American bankers have never before had 
such large volumes of funds available for 
lending as they have now and they have 
never before been more eager to make loans. 
They are serving their customers and com- 
munities with increasing flexibility and ef- 
fectiveness and stand ready to continue to 
do so in this period of business expansion. 
As these trends and conditions develop 
there will be progressively diminishing jus- 
tification for the extension of loans by gov- 
ernmental agencies. 

We repeat the conviction expressed in 
each of the several conventions of this as- 
sociation during recent years that the num- 
ber of banks chartered should be rigidly 
limited to economic requirements of their 
communities. We renew our pledge to bank 
supervisory authorities, both state and na- 
tional, to support them in efforts to resist 
political and other pressure for the grant- 
ing of charters not dictated by reasonable 
economic necessity. 

We reiterate the position of this associa- 
tion that a return to a balanced budget 
should be the prime objective of a sound 
public fiscal policy. This applies to na- 
tional, state and municipal governments. 

It is of vital importance that taxes shall 
not be punitive, discriminatory or con- 
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fiscatory and that they shall be so devised 
and administered that they may be taken 
out of the national income with the small- 
est possible injury to the sources of that 
income. Therefore, we reiterate the recom- 
mendation that overlapping and duplicate 
taxation by local, state and Federal goyern- 
ments be eliminated, and that the admin- 
istration of the several taxing laws*be so 
standardized that taxpayers may’ know 
their tax liabilities with a reasonable de- 
gree of certainty. 

We emphatically reaffirm the action of 
the convention held at Boston in 1937 
wherein the position of the association was 
stated with regard to the dual system of 
banking, branch banking and the autonomy 
of the laws of the separate states with re- 
spect to banking and definitely _ opposing 
any proposal or device looking to the es- 
tablishment of branch banking privileges 
across state lines, directly or indirectly. We 
reaffirm the statement presented in the pre- 
amble to the Boston resolution that this 
declaration is binding on all divisions, com- 
mittees and commissions of the American 
Bankers Association. 

We thank Orval Adams for the forthright 
administration he has given the affairs of 
this association as its president. He has 
been a courageous leader. In retiring from 
his high office he carries with him the 
thanks and admiration and respect of the 
whole fraternity of the bankers of America. 

To Harold Stonier, executive manager, 
we pay our respects. His fine qualities of 
mind and heart make him a fitting official 
representative of American banking. 

The press has presented the proceedings 
and deliberations of this convention with 
clarity, fairness and understanding. We 
express deep appreciation of the work so 
capably done by representatives of the 
newspapers in giving so intelligently to their 
world audience the reports of this con 
vention. 

To our friends, the Houston bankers, we 
express our heartfelt appreciation. They 
have made us comfortable and happy and 
their many courtesies will long remain in 
our memories. Particularly do we thank 
the members of the Houston committees 
who labored unceasingly in preparing for 
us so fully and so generously. 


State Bank Division 


Bankers of the State Bank Division 
were warned that “a great danger has 
appeared in the growing propaganda 
for further centralization of all banking 
in the Federal Government” by Harry 
A. Brinkman, vice-president of the Har- 
ris Trust and Savings Bank of Chicago, 
speaking as president of the division at 
its annual session. Mr. Brinkman said 
that “This battle against the centraliza- 
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tion of banking control is not an im- 
aginary one even in these days of anti- 
monopoly investigations.” 

He cited as an example of this propa- 
ganda, the proposal that banks be re- 
quired to maintain 100 per cent. re- 
serves against inter-bank deposits. “It 
is obvious,” he said, “that if non-mem- 
ber state banks were required to carry 
inter-bank deposits only if they carried 
100 per cent. reserves against them, such 
business would: have to be handled on 
a service charge basis if handled at all. 
The net result would be, to all intents 
and purposes, compulsory membership 
in the Federal Reserve System. There 
are somewhere between 6 and 7 billion 
dollars in inter-bank deposits in our 
banking system, and the application of 
such a law with consequent shifting of 
deposits would result in many disloca- 
tions which it is not necessary to dwell 
upon here. 

“Tt should not be assumed, however,” 
he added, “that the banks of the Cen- 
tral Reserve cities would be the only 
ones to suffer for probably one-half 
billion dollars of such money is held 
by the banks in what are classified as 
It has been said, and 


‘country towns.’ 
with considerable justification, that the 
backbone of our independent unit bank- 
ing system is the correspondent bank 


relationship. If this relationship is 
made unworkable through any legisla- 
tion such as that just indicated, it is 
self-evident that a long step will have 
been taken toward the federalization 
of all banks. 

“Another increasingly dangerous 
trend for the banking system as a whole 
is the tendency to consider that the 
business of banking is interstate com- 
merce and that therefore Federal legis- 
lation regulating such commerce may 
be made to apply to all banks. Facts 
and figures so far prepared fail to sub- 
stantiate this contention.. By far. the 
larger proportion of the business of 
banking is strictly intrastate. The dan- 
ger, however, is nevertheless real. The 
centralizers are keen, resourceful and 
tireless. If the present trend keeps on 
it is conceivable that the time may come 
when the’ purchase of a dozen eggs ‘at 
a farmer’s roadside stand may be con- 
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sidered interstate commerce; for - it 
wouldn’t be difficult to prove that the 
ancestors of the hen that laid the eggs 
was at one time or another transported 
from some other state.” 


Mr. Brinkman called attention to the 
fact that the State Bank Division favored 
voluntary and not compulsory member- 
ship in the Federal Reserve System and 
“is on record for the repeal of the pro- 
vision of the Banking Act of 1935 which 
provides that all state banks with aver- 
age deposits of over $1,000,000 in 1941 
shall become members of the system by 
July 1, 1942. The Committee on Fed- 
eral Legislation recommends legislative 
action at an early date.” 


Referring to the. general business 
situation, Mr. Brinkman asserted that 
“it is the duty of bankers at every op- 
portunity to call to the attention of the 
public the dangerous road which our 
country is traveling. Politics have no 
place in an organization of this kind,” 
he said. “Proper economics have. It 
has been popular to say that the bank- 
ers did not warn the nation of the ap- 
proaching crash prior to 1929. Let it 
not be said in 1948 that the bankers did 
not warn of the dangers of reckless 
spending or borrowed money in this 
decade.” 

C. B. Axford, editor of the American 
Banker, addressing the division on the 
subject, “What State Banks Can Do,” 
proposed for research and study the 
idea of mutualization of savings deposits 
in commercial banks as possibly the 
means of bettering state banking safety 
and service. That state chartered banks 
are necessary to the political and eco- 
nomic freedom of the American system 
of state government and state’s rights, 
and that Federal banking policy has not 
distinguished itself as superior to state 
banking policy were points made by 
Mr. Axford, who recommended that 
state bankers get over their inferiority 
complex toward big banks and Federal 
banking agencies. 

William A. Irwin, assistant educa- 
tional director of the American Insti- 
tute of Banking, speaking on “An Ex- 
amination of the New Economics” urged 
bankers to work together for the return 
of economic sanity.” He said in part: - 
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We live in a world of political and eco- - 


nomic turmoil. Almost every morning or 
evening paper brings us a story of some 
dramatic event, the effect of which may be 
a still further change not only in political 
organization but also in the finely geared 
machinery of the world’s economic life. 
Indeed, as the world moves today it seems 
to be inevitable that political and economic 
change go hand in hand... . 

Here in America also we are in economic 
turmoil. In many areas of our business 
activity we see the influence of new eco- 
nomic thinking and new economic techniques. 
The system of free enterprise is being 
“cribbed, cabined, and confined” by new 
regulations emanating from a government 
that is avowedly set on reforming our way 
of life. Production is being subjected to 
control; the Federal Government is assum- 
ing—has already assumed—the burden of 
relief on a national scale. We have passed 
through one stage of currency devaluation, 
and the rumor persists that we shall have 
another. Under the stress of emotional ap- 
peals we have established a huge machine 
to dispense largess with the title of Social 
Security. The threat of socialized medicine 
hangs over us. And finally we hear the 
advocacy of a “two-price system” for food 
—one price for those who are the so-called 
underprivileged and another higher price 
for those who work for a living. Further 
examples of conflicting ideas in our current 
economic scene could be added, but these 
should show that “the times are out of 
joint.” We are compelled by circumstances 
all around us to take note of the fact that 
we are living in an era of new economics, 
and whether we wish it or not, we shall 
probably be compelled to adjust ourselves 
as best we can to a world being remade 
both abroad and at home. 

... It is time for bankers from Main 
Street to Wall Street to work together for 
a return to economic sanity. In that way 
we may still save much of what is good in 
our economic system, may improve its work- 
ings in the light of recently revealed weak- 
nesses, and go on to better things in the 
future. 


At the conclusion of the session, 
Henry W. Koeneke, president of The 
Security Bank of Ponca City, Ponca 
City, Oklahoma, was elected president 
of the State Bank Division. 

Mr. Koeneke, who was elevated from 
vice-president of the division, has long 
been active in affairs of the national 
association and has served on many of 
its committees. 

After attending Midland College at 
Atchison, Kansas, Mr. Koeneke in Janu- 
ary, 1910, became cashier of the Herki- 
mer State Bank of Herkimer, Kansas. 
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In January, 1917, he left that position 
to become vice-president and cashier of 
the Exchange State Bank at Parsons, 
Kansas. In May, 1929, he became Bank 
Commissioner of the State of Kansas 
and served at that post until March, 
1935, when he became president of The 
Security Bank of Ponca City, Ponca 
City, Oklahoma, which position he now 
holds. 


National Bank Division 


As president of the division, Russel 
G. Smith, vice-president and cashier of 
the Bank of America N. T. & S. A., San 
Francisco, reported: “That the division 
has been of value to the national banks 
which make up its membership is shown 
quite clearly by the fact that today, on 
the occasion of our 24th annual meet- 
ing, we find the National Bank Divi- 
sion representing approximately 98 per 
cent. of the total resources of all na- 
tional banks in the country. Out of 
a total of $30,387,082,000 in resources 
reported for all national banks as of 
June 30, 1938, National Bank Division 
members accounted for approximately 
$29,750,000,000. 

“In point of numbers also, our mem- 
bership stands at a very satisfactory 
level. At the end of August the divi- 
sion had 5506 members on the rolls 
and represented nearly 90 per cent. of 
our national banks. Credit in full 
measure for this achievement is due to 
the past and present membership com- 
mittees of the association and of the di- 
vision, for they have been unceasing in 
their efforts year by year.” 

Speaking of the strength and position 
of the national banks for the last year, 
President Smith reported: “Worthy of 
mention also is the fact that in the face 
of depressed business conditions 
throughout the period covered, national 
banks provided added protection for 
their depositors and __ stockholders 
through the net addition of $61,654,000 
to total capital funds. Retirement of 
preferred stock by national banks con- 
tinued at a very satisfactory rate dur- 
ing the year, a total of 32,882,000 being 
paid off.” 

With a view toward bettering bank- 
ing conditions generally, the division 
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recommended the following research 
projects to the association: 


1. That a certain percentage of the 
currency and coin held by member 
banks be allowed as a deduction from 
their gross demand deposits in the cal- 
culation of reserves required to be main- 
tained with the Federal Reserve banks. 

2. Elimination of the reserves now 
necessary to be maintained in Federal 
Reserve banks against deposits which 
are required by law to be secured by 
obligations issued by or fully guaran- 
teed by the United States Government. 

3. Allowance of the same deductions 
from deposits, in calculating Federal 
Deposit Insurance Corporation assess- 
ments, as are permitted in the calcula- 
tion of reserves required to be main- 
tained with the Federal Reserve Bank. 

4. Elimination of Federal Deposit In- 
surance Corporation assessment upon 
deposits which are required by law to 
be secured by obligations issued by or 
fully guaranteed by the United States 
Government. 


Smith also commented on the 
attempt during the past year to unionize 
bank employees. He said: “Within the 
past year or so we have seen several 


attempts on the part of organizers to 
get a foothold in banking. That they 
have not succeeded may be credited pri- 
marily to the innate good sense of the 
stable majority of bank employees. 
They have seen what constant industrial 
strife has done for workers in other 
fields and they want none of it. They 
know, too, that the surest way to kill 
individual opportunity in the banking 
business is to impose upon it the same 
strait-jacket which goes under the name 
of “division of labor” in organized 
fields.” 

In an address unusually well illus- 
trated with specific facts and figures, 
J. N. Quinn, cashier of the First Na- 
tional Bank of Hugo, Colorado, urged 
the abolishment of-the ad valorum base 
for taxing money, or bank capital. As 
things now stand, Mr. Quinn pointed 
out, of two similar banks one may pay 
twenty times the tax of the other. A 
portion of the address is given in full 
showing the tax position of a typical 
bank having capital of $50,000 and sur- 
plus of $50,000. 

We will take this bank with its $50,- 
000 capital and $50,000 surplus, and 
in fancy we will place it on wheels and 
move it from place to place, and tax it. 


ALABAMA banks have a 6 per cent. excise tax on earnings and to include 


earnings of governments and municipals. 


ARIZONA, at Phoenix. 
City, 60 per cent. at 32 mills. 
The tax is 

ARKANSAS, at Little Rock. 
Statutory—50 per cent. of 
to 25 per cent.—rate 40 mills—tax 


ete” SE FB ecl cucesevacwe se $ 360.00 


State-county, 40 ad cent. at 14.7 mills. 


“capital structure”—customary is equalization 


CALIFORNIA has a complicated tax law with the maximum 8 per cent. on 
earnings—will assume the “maximum” and have 


COLORADO, in Hugo. 


Previous to the change—$3,443.25—now 6 per cent. on earnings........ 
CONNECTICUT—2 per cent. on earnings—a tax of 
DELAWARE banks pay 1/5 of 1 per cent. on the “true value of bank stock” 


the tax 
FLORIDA banks have a 2 mill levy on 


“invested funds”—or 


GEORGIA banks have the ad valorum base on 100 per cent. of investment. 
Customary rate 60 per cent. to 70 per cent.—apply the approximate 30 
mills at Atlanta, to 70 per cent. of valuation, the tax will be 

IDAHO banks are taxed at 1 per cent. on the first $1000 of income—2 per 
cent. on the next $1000, etc., up to 6 per cent. on all over $5000—ideduc- 


tion allowed for income on governments. 
ILLINOIS, in Chicago. 


The tax will be a “maximum” of 
We take capital, surplus and profits, deduct 40 per 


cent. for quick realization of assets, and equalize the remainder at 37 


per cent. 


Applying the Chicago rate of 87.3 mills, we arrive at a tax of 


INDIANA banks pay % of 1 per cent. on investment and deposits—with 
certain kinds of deposits and float deducted, Apply in Indianapolis, 


with pro-rata deductions, the tax is.... 


IOWA banks have a rate of 6 mills, which develops a tax of 
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KANSAS banks are taxed at 5 mills—the tax 
KENTUCKY, in Louisville. 
Banks are taxed at 13 mills—or 
LOUISIANA, in New Orleans. 
Louisiana has a new law, passed in May, 1938, fixing the taxable basis 
at par value of stock, plus the amount by which surplus and profits ex- 
ceeds the par value. For city purposes we tax 85 per cent. of $50,000 at 
28.5 mills and for state purposes 100 per cent. of $50,00 at 1014 mills. 
The tax figures 
MAINE banks have a rate of 15 mills and the tax will be 
MARYLAND, in Baltimore. Assess at “true value.” Apply rates of .2301 
per $100 for state and $1.00 per $100 for city and county—the tax 
MASSACHUSETTS. National banks are assessed at 6 per cent. on earn- 
ings to include earnings on governments and municipals. The tax 
MICHIGAN, in Detroit. 
Ad valorum base—deduction allowed for tax-free securities in the ratio 
of invested capital, to deposits and invested capital. Apply to an as- 
sumed $92,295.55 the rate of 32.22201 mills—the tax will figure 
MINNESOTA, in Minneapolis. 


MISSISSIPPI, in Jackson. Ad valorum base. The rate 45 ‘mills—the tax 
Since 1934 banks are exempt on “earned surplus” up to the amount of 
capital. If some of our surplus had beén earned since 1934, this tax 
would be lessened to that extent. 

MISSOURI, in Kansas City. Tax approximately 60 per cent. and at 37.7 mills 

MONTANA, in Helena. Tax 30 per cent. of capital structure at 92.85 bills, 
tax 

NEBRASKA banks are taxed at 8 mills—a tax of 

NEVADA, in Reno, 

Ad valorum tax on “full cash value.” The 1938 levy is 42.5 mills and the 
tax is 

NEW HAMPSHIRE banks have a tax of 1 per cent. on the “par value”— 
the ‘tax 

NEW JERSEY, in Trenton. 

Banks are subject to a tax known as “capital stock tax” and the rate 
is % of 1 per cent.—the tax is 

NEW MEXICO, in Albuquerque. 

Banks can deduct surplus and profits. up.to an amount not to exceed 
50 per cent. of the capital. The tax is on $75,000 at 41.146 mills...... 

NEW YORK. National banks have a tax “measured by net income”—in- 
terest on governments and municipals included. The rate is 444 per 
cent.—the tax will figure 

NORTH CAROLINA, in Winston-Salem. Ad valorum base—rate 21.5 mills 
the tax will figure 
(Tax free holdings could, perhaps cut this up to one- half.) 

NORTH DAKOTA, in Bismarck. Surplus up to the amount of capital is 
not taxed. 50 per cent. of the capital is taxed at ad valorum rate of 
63.2 mills ‘and the tax is 

OHIO banks are taxed at 2 mills on combined “invested capital and de- 
posits” with deposits of varied kinds. exempt—approximate tax will be 


OKLAHOMA banks are taxed at 6 per cent. on income, including income on 


governments and municipals. The tax 
OREGON banks are taxed at 8 per cent. on income—the tax will be 
PENNSYLVANIA banks have an 8 mill levy—the tax will be 
RHODE ISLAND banks are taxed at 40 cents on each $100 of savings de- 
posits—we will assume $200.000 and get 
and this can well be more than double. 
SOUTH CAROLINA banks are taxed on 42 per cent. of “True Value.” We 
will assume a 4 per cent. rate and develop 
SOUTH DAKOTA. The tax is at a 4 mill rate and the tax is 
TENNESSEE, in Nashville. 
Assess $99,000—the rate 30.3 mills—the tax is 
TEXAS, in Houston. 
Assess 60 per cent.—or $60,000 for city at 32 mills; 40 per cent.—or 
$40,000 for state-county 14.7 mills. Tax is...................0 cease 
UTAH banks are assessed at 3 per cent. on earnings and not to include 
earnings on State of Utah bonds or governments—‘maximum” tax.... 


1,300.00 


2,262.00 
2,785.50 

800.00 
4,250.00 


500.00 


750.00 


3,085.95 


270.00 


2,150.00 


1,580.00 
1,100.00 
360.00 
480.00 
800.00 
800.00 


1,680.00 
400.00 


2,999.70 


2,508.00 


180.00 
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COMMERCIAL BANK 
OF SCOTLAND LIMITED 


Established 1810 


Head Office 


EDINBURGH 


LONDON OFFICES: 


Kingsway Branch 
Piccadilly Branch 


62, Lombard Street, E.C.3 


Imperial House, 15, Kingsway, W.C.2 


4, Old Bond Street, W.1 


THE BANK HAS OVER 380 BRANCHES AND 
SUB - OFFICES THROUGHOUT SCOTLAND 


VERMONT. The tax is on savings deposits and the rate is .005. 


Earnings, 


when distributed to stockholders, is taxable under the State Income Tax. 


The tax, it would seem would approximate 


2,000.00 


I believe this to be double taxation, in violation of Section 5219 ‘of the 


National Bank Act. 


VIRGINIA banks are taxed at $1.00 for each $100 of value. 


WASHINGTON. 


WEST VIRGINIA, at Charleston. 
The tax is under the “intangible tax.” 
$100, and the tax will figure 


py Saree 1,000.00 


In Washington there is no tax of any kind on banks, ex- 
cepting the tax on what real estate they may own. 


The tax is NONE 


The rate is 52-86/100 cents per 


528.60 


WISCONSIN banks are taxed under an Income Tax and at 2 per cent. on 
first $1000—214 per cent. next $1000—3 per cent. next—4 per cent. next 


—5 per cent. next—6 per cent. all over $6000 


220.83 


WYOMING banks ar taxed on their capital—and not on surplus or on earn- 


ings. 


In Cheyenne the rate is 40 mills—the tax is 


DISTRICT OF COLUMBIA, in Washington. 
6 per cent. on “gross earnings.” The approximate tax will be 


2,000.00 
National banks are taxed at 
1,005.00 


State banks have additional taxes in several of the states, for instance, in Missouri, 
a Franchise Tax of 50 cents per $1000 ($50.00) and 2 per cent. on earnings. 

Equalization deductions procured by banks in different counties of the same state are 
not uniform, and with the same “set-up” in the same state, some banks pay consider- 


ably less than others. 


It is noted that a bank in Arizona pays 
taxes of $4543, and a bank in Utah pays 
$180 “maximum.” One tax is over twenty- 
five times the other—and these are adjoin- 
ing and competing states. And _ several 
States in the higher brackets have taxes 
from ten to twenty times those in the lower 
brackets. This should be a matter of in- 
terest to even those bankers who enjoy a 


favorable “set-up,” because deposit insur- 
ance makes every bank concerned in the 
affairs of all banks. A correction is indi- 
cated. The ad valorum base for taxing 
money, or bank capital, never was right 
and its passing should be accelerated. The 
bankers in those states which still “enjoy” 
it should organize an energetic campaign 
for modernization. 
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Dunlap C. Clark, president of the 
American National Bank of Kalamazoo, 
Michigan, in his talk stressed the fact 
that banks were merchandisers of a 
commodity, credit, and that as this com- 
modity is an intangible, it is most dif_i- 
cut to sell. For this reason, he said, 
“It would not be an exaggeration to 
say that a sound public relations policy 
is sound bank management. The two 
are inseparable. Institutions which 
grew and prospered in by-gone years, 
before we became ‘public relations’ 
conscious, and served their communities 
ably, were blessed with managements 
which followed such policies intelli- 
gently, perhaps without realizing them, 
or at least without defining them in 
modern terminology.” 


Dr. Paul F. Cadman, consulting econ- 
omist of San Francisco, California, con- 
cluded the division meeting with a 
discussion of the recent rise of pension 
demands in an address entitled “Pen- 
sions Preferred or the Degradation of 
the Franchise. The most powerful ap- 
peal ever made to man, he pointed out, 
is the promise of the abundant life. For 
this reason, pension plans do not have 
to be practical or workable to find a 
ready following. 


“There now remains only one route 
to safety; the slow and difficult process 
of educating our people as to the 
sources, the nature and the extent of 
real wealth. In this duty we will be 
derided by the Utopians, belittled by 
the reformers, and reviled by the 
racketeers. 

“The sole sources of wealth in the 
modern world is the creation of goods 
and services. When there is an abun- 
dant production of goods and services, 
we say that the national income is large 
and we express that income in terms 
of wages, salaries, interest, dividends 
and similar devices. We exchange goods 
and services with money, counters if 
you will; and the mere increase in the 
number of the counters or the increase 
in the number of times they are used, 
obviously contributes nothing to the 
sum total of wealth.” 


At the conclusion of the meeting 
H. E. Cook, president of the Second Na- 
tional Bank, Bucyrus, Ohio, was elected 
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president of the National Bank Division 
and Melvin Rouff, vice-president of the 
Houston National Bank, Houston, 
Texas, was elected vice-president. 

Mr. Cook, who served as vice-presi- 
dent of the division during the past 
year, was born on a farm near Bucyrus, 
Ohio, in 1886. After completing his 
schooling, he taught school for one year 
before entering the Second National 
Bank at Bucyrus, Ohio, as a messenger 
and teller in 1907. He was elected as- 
sistant cashier of the bank in 1911 and 
cashier in 1919. In 1929 he became 
president of the bank, which position 
he now holds. 

He has been active in affairs of the 
Ohio Bankers Association, having 
served in various official capacities, in- 
cluding member of the council, chair- 
man of the Council of Administration 
and vice-president. He assumed the 
duties of president of the association 
on July 1, 1938. 

He has served as a member of the 
executive committee of the National 
Bank Division of the American Bankers 
Association in 1935-36 and as chairman 
in 1937. He is a member of the execu- 
tive council of the American Bankers 
Association and a member of the Bank 
Management Commission. 

Trust Division 

After the opening of the meeting of 
the Trust Division by Robertson Gris- 
wold, vice-president of the Maryland 
Trust Company of Baltimore, John H. 
Freeman, of the law firm of Fulbright, 
Crooker and Freeman of Houston, 
Texas, substituted for Hon. James V. 
Allred, Governor of the State of Texas. 
He spoke on “Advantages of the Cor- 
porate Executor and the Trustee.” Mr. 
Freeman said that it was necessary for 
the bankers who were officers in charge 
of corporate trustees to know and to 
have constantly in mind their advan- 
tages, their implications and the subse- 
quent responsibilities that rested upon 
their institutions. Among these ad- 
vantages he listed assured long life and 
good health, stability, collective judg- 
ment, experience, good tools, access to 
markets. 

Speaking on “Some Phases of the 
Trust Business,” Lindsay Bradford, 
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president of the City Bank Farmers 
Trust Company, said, “It is our job, I 
am sure, to adjust our operations so 
that we are on even terms with other 
great financial institutions such as the 
insurance companies and the savings 
banks in making our facilities available 
to a larger section of our population 
than has been true in the past. 

“If we do not think seriously along 
these lines, we have only ourselves to 
blame if the savings deposits go up and 
the personal trust business goes down. 
And we cannot complain if more and 
more beneficiaries of life insurance 
policies leave their funds with the com- 
panies to administer. We do not com- 
plain anyway in so far as those two 
agencies offer what the public wants, 
but I do think the public should have 
available to them trust services if that 
is what they want.” 

Striking an optimistic note in con- 
clusion, he said: “All of us like a busi- 
ness deal where both parties to the con- 
tract win. I think the trust business is 
like that. With our profit problems 
solved—and I know we will solve them 
over a period of time—the business is 
good for us. Handled on the sound 
basis that our experience has taught us 
is the right basis it is good for the pub- 
lic. As more and more of the public 
realizes this, I have no fear either for 
our profits or the volume of our busi- 
ness.” 

For the coming year, Samuel C. 
Waugh, executive vice-president and 
trust officer of the First Trust Company, 
Lincoln, Nebraska, was elected presi- 
dent and Roland E. Clark, vice-presi- 
dent, ‘National Bank of Commerce, 
Portland, Maine, was elected vice-presi- 
dent. 

Mr. Waugh, who served as vice- 
president of the division during the past 
year, was born in Nebraska. After at- 
tending the University of Nebraska, he 
became connected with the First Trust 
Company of Lincoln, Nebraska, in 
1913, and has been associated with that 
institution ever since. 

He is a member of the board of trus- 
tees of the University of Nebraska 
Foundation. He is a member of the 
Lincoln, Chamber of Commerce and has 
served asvan active officer and director. 
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Savings Division 


Opening the meeting of the Savings 
Division on the evening of November 
16, President Harry S. Sherman, presi- 
dent of the Society for Savings of 
Cleveland, Ohio, started on a cheerful 
note. He said: “In the face of a year 
of depressed business conditions, it is 
pleasant to report that savings in banks 
and trust companies of the United States 
showed an increase. The increase was 
slight, only $133,557,000, but aside 
from decreases in two areas, New Eng- 
land and the West Central states, the 
gain was fairly general.” 

Referring to savings trends Mr. Sher- 
man said: “For approximately one 
hundred years up to about the begin- 
ning of the World War there was an 
almost uninterrupted annual increase in 
the amount of savings entrusted to the 
banks and in the number of savers. 
During the past twenty years this trend 
has been much more irregular and to 
what appear to be some of the causes of 
this irregularity the Savings Division of 
the American Bankers Association has, 
during the past year, directed its atten- 
tion. 

“Largely in these recent years there 
have developed entirely new types of 
competition to old time thrift, namely, 
instalment selling, the creation of new 
agencies, and so-called savings recep- 
tacles. 

“The orgy of instalment selling with 
its popular slogan of “Save and enjoy 
while you save” will, it is believed, be 
found to be a poor substitute for true 
savings.” 

George M. Grinnell of the investment 
firm of Dick & Merle-Smith of New 
York City, substituting for Fairman R. 
Dick of that firm who was the sched- 
uled speaker, read Mr. Dick’s paper on 
“The Savings Banks and the Railroads.” 
He declared that if the system of free 
enterprise under public regulation is to 
survive in this country, it is essential 
that the issue be squarely faced where 
it is now joined, that is, in the railroad 
industry. 

“Unless a formula can be devised by 
which private ownership in transporta- 
tion can be reconciled to some construc- 
tive form of - xegulation, then there 
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would appear to be no alternative other 
than to embark upon state capitaliza- 
tion or state socialism on a grand 
scale,” he warned. “It will be wit- 
nesses, first, in the railroads; next, let 
us say, in the utilities; then in steel, 
and so on down the line through the 
major branches of large scale industry.” 

And, pointed out Mr. Dick, “in any 
evolution toward state capitalism, the 
investor’s ox is usually first to be gored. 
His interests are always subordinated 
when state regulation of industry be- 
gins. Politics being what it is, human 
rights are proclaimed as having prece- 
dence over property rights.” 

Hon. William R. White, New York 
State Superintendent of Banks, in an 
address on “Savings Deposits a Grow- 
ing Responsibility,” roundly scored the 
practices of Federal Savings and Loan 
Associations. He declared that banks 


which use the funds of their com- 
munities to develop those communities 
are entitled to protection from new 
agencies “which tend to siphon out of 
a community the savings of its people.” 
He recommended that the chartering 
power for and supervision of Federal 


savings and loan associations be trans- 
ferred to the bank supervising au- 
thorities. 

Speaking on “Something for Noth- 
ing,’ Philip A. Benson, president of 
the Dime Savings Bank of Brooklyn, 
New York, and newly elected president 
of the American Bankers Association, 
struck out vigorously against indis- 
criminate pension plans. The subject 
is of such current interest that his ad- 
dress is quoted at length. 


These something-for-nothing ideas have 
been running wild lately. They are im- 
practical. We know they won’t work, but 
it is extremely difficult to prove this to 
those who have been entranced by them. 
Wealth and the laws governing its produc- 
tion and distribution are not difficult to 
understand, These are terms with which 
we have been familiar for generations. Their 
meaning is not hard to grasp. It seems 
clear that in the long run the only things 
that can be distributed are things that have 
been produced; that all these things come 
from labor combined with the products of 
the earth; that plant and machinery are 
the tools furnished by capital; that busi- 
ness consists in producing the raw materials, 
converting them into usahle goods and com- 


modities, transporting and marketing them, 
and furnishing the numerous services inci- 
dent to these operations. Through these 
processes wealth is produced and distributed 
to the producers in salaries, wages and 
profits. If a number of people who have 
no share in the economic process of pro- 
duction are allowed a share in the product, 
they are getting something for nothing but 
at the expense of those who have produced 
it. 

If these tendencies grow, if we yield 
to the demands of the something-for-noth- 
ing boys, if we allow the tax gatherer to 
dip in for an ever-increasing amount, there 
isn’t going to be much left for the thrifty 
and honest workers. 

Statistics published by the Savings Di- 
vision of the association indicates there 
were twenty-four billion dollars deposited 
in forty-four and a half million savings 
accounts in the banks of this country. 
While we must allow for duplications, there 
seems no doubt that many millions of indi- 
vidual citizens saved money and that they 
have deposited it in a place where it is 
safe. These depositors have no fear of 
loss. This great army of thrifty individuals 
have not only earned a living for them- 
selves but have found it possible to save 
some part of what they have produced. 
They are not the kind of people who seek 
something for nothing. They have sought 
financial independence through their own 
efforts. The money they have placed in 
these millions of savings bank accounts is 
not only safe but is quickly and readily 
obtainable when needed. Savings bank 
funds are safe principally for two reasons, 
the first of which seems to me most im- 
portant; namely, the character of the bank 
assets in which the money is invested. The 
second factor of safety has been provided 
by laws that have made possible insurance 
of deposits. I am sure no banker wants 
to feel that deposits in his bank are safe 
simply because they are insured. The kind 
of safety he seeks is that which flows from 
the strength of his own institution. For 
this reason every prudent banker knows 
that no loan or investment has any place 
in his bank’s portfolio unless it can qualify 
as high grade and is as sure of payment 
when due as is humanly possible. 

Goods of the best quality sell at the 
highest prices. This is also true of bonds 
of high quality. To put it another way, 
high grade bonds pay the lowest rate of 
interest. We would much prefer to be able 
to invest at higher rates, but to do so 
would necessitate our purchasing bonds of 
inferior quality. We would get more in- 
come from our investments but would for- 
feit security, lessen liquidity, and increase 
trouble and uncertainty. You cannot get 
something for nothing even in the return 
on investments! Many individuals learned 
this lesson through bitter experience in 
the years commencing with 1929. They 
had drawn money from conservative sav- 
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CHANGE OF NAME 


of the 


Skandinaviska Kreditaktiebolaget 


Gothenburg — Stockholm — Malmo 


Toe foreign business of this bank has developed 
in recent times on a scale which could not have been 
foreseen when the bank was founded nearly 75 
years ago. Though the name of the Skandinaviska 
Kreditaktiebolaget is, of course, well known to our 
numerous foreign business friends, it has neverthe- 
less been felt to be a drawback that the name does 
not contain the word “bank”’, and that it is not com- 
posed of words of international currency. For these 
and other reasons, the shareholders of the bank have 


resolved that the bank’s name shall be changed to 


SKANDINAVISKA BANKEN 


AKTIEBOLAG 


The change of name, which takes effect from the 
Ist January 1939, will not entail any change what- 


soever in the bank’s business operations. 





ings accounts and put it into stocks of a 
speculative nature or in real estate bonds 
paying five and a half per cent. or six per 
cent. or even more, or in things of even 
less real worth. The value ot these so- 
called investments quickly shrunk. These 
investors had sought added income. They 
paid for it with loss of principal. They 
illustrate the fact that you can’t get some- 
thing for nothing. 

I referred to deposit insurance. There 
is no doubt that insurance has added to 
the safety of deposits and the confidence 
of depositors. The Federal Deposit Insur- 
ance Corporation is, as its name implies, an 
insurance company. Banks pay the pre- 
mium of the insurance, the depositor gets 
the benefits. He is insured against loss. 
This added measure of security came at a 
time when confidence needed to be restored. 
The Corporation has been wisely admin- 
istered and bank policies advocated by the 
F.D.1.C. have been constructive and 
wholesome. Still, it is an insurance com- 
pany. We pay for the insurance we get. 
Losses, when they occur, are paid from 
premiums collected from solvent and suc- 
cessful banks. In other words, the protec- 
tion is paid for; we do not get it for noth- 
ing. However, by building up sound bank- 
ing institutions, we can reduce losses and 
in the long run minimize the cost of this 
insurance, 

I have mentioned the fact that savings 
bank depositors want not only safety but 
availability. They want to be able to get 
their money when they ask for it. We 
would not expect them to put their money 
on our counters in exchange for entries in 
their passbooks unless they could expect 
to come back, ask for their money and get 
it. In order that this might always be 
possible the bank must possess liquidity. 
If we expect to pay our depositors their 
money without delay, all our funds should 
not be tied-up in mortgages, which are non- 
liquid investments. Our portfolios while 
containing mortgages must at the same time 
be arranged to meet the potential demands 
of our depositors. Of course, we get less 
interest on liquid investments and this tends 
to make bank earnings smaller. Mortgages 
pay the most interest, but we cannot afford 
to have all our assets non-liquid. We are 
willing to have less earnings in order that 
we may meet every need of our depositors. 
The depositor, on the other hand, must ex- 
pect to get a lower rate of return from 
his bank deposit than he would if he were 
investing his money in some _ non-liquid 
institution or security. 

There are institutions seeking the de- 
positors’ dollars by offering higher interest 
rates, and in order to attract these dollars 
they simulate banks. The would like their 
customers to believe themselves depositors 
although they are_really shareholders. While 
these institutions may offer larger interest 
rates, the customer should understand that 
the extra rate is at the expense of liquidity 
and availability. The customer gives up 
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something for the extra interest he gets— 
he is not getting something for nothing. [ 
am not reflecting on these corporations in 
any way but merely wish to point out that 
people get what they pay for. If they want 
the advantages of a bank deposit they 
must forego the larger interest return that 
might accrue to a shareholder. I feel 
justified in making the challenging state- 
ment that no type of institution equals a 
bank in the three essentials required by 
depositors—namely safety, availability and 
interest return. And I would make the 
further statement that if a larger return 
of interest than your bank will pay is 
demanded, those demanding it must sacrific 
one of the essentials mentioned. 

The vast fund of over twenty-four bil- 
lion dollars in the savings accounts is not 
the only large fund of savings in this 
country. The resources of life insurance 
companies are approximately of an equal 
amount, and there are still other forms of 
savings. I would like to ask two questions 
regarding these funds; first, where do they 
come from and second, what good have they 
done? 

The answer to the first question does not 
require much thought. Those of us who 
are associated with savings banks know 
the character of the people who come to 
us with their savings. The young man 
and the young woman saving for future 
homes; the young couples putting money 
aside for their children; the man and 
woman who work in mills and factories 
and offices, or on farms or railreads or 
utility plants—the great industrious army 
that is producing things—these have taken 
part of their income and set it aside in a 
fund of savings. We of the savings bank 
world realize how sacred this fund is; 
how much of people’s lives and feelings 
are bound up in them. What satisfaction 
has been experienced as the individual 
acocunts have grown! How comforting 
these accounts have been, for through 
them provision has been made for sickness, 
misfortune and old age. These accounts 
did not spring from wishful thinking. 
They are the fruit of some of the finest 
traits of human character. The same 
things may be said of the funds held by 
our great life insurance companies. Men 
have taken something from their earnings, 
from whatever source derived, and pur- 
chased life insurance in order that they 
may feel confident that, in the event of 
death, those dependent upon them _ will 
have their needs supplied. 

There are then, these two great institu- 
tions—the savings bank and the life insur- 
ance company—that have furnished real 
social security for the people of this coun- 
try for many generations. We all know 
from whence the funds have come, we all 
know their purpose. We come now to the 
second question—“‘What good has been 
accomplished by these funds?” I have men- 
tioned the good they have done for those 
who created them and those for whom 








they were created, but they have had, too, a 
value of tremendous significance to all the 
people of the country. The fund of savings 
has been invested in all those things that 
have made human progress possible and 
that have added comfort and enjoyment 
to life. Let me mention but one field of 
investment—securities of the electric light 
and power industry. Savings to the extent 
of hundreds of millions of dollars have 
been used in the expansion of this indus- 
try, in the creation of power plants and in 
the distribution of the product. Do we 
fully realize the place that electricity plays 
in modern life? What vast loads it car- 
ries? How much human toil it relieves? 
What luxury it is in the millions of homes 
where it is used? The employment of sav- 
ings, coupled with man’s resourcefulness 
and inventive genius, have made it all 
possible, 


There have been in the past, and I sup- 
pose there always will be, a certain num- 
ber of people who seek to live by their 
wits, and who have gotten far too much 
for nothing. They might be called “finan- 
cial grafters.” They have tried to imitate 
real investments and sell them to the un- 
wary. They have dealt in so-called “gold 
bricks,” worthless securities; in schemes 
that sounded plausible but which resulted 
only in loss to those who have been de- 
ceived by them. It is especially sad when 
those who have been victimized are the 
elderly and the middle agd. Many of these 
have parted with their money without 


asking the advice of bankers, or contrary 


to such advice. Those agencies of govern- 
ment that are active in suppressing trick- 
sters and frauds and that require complete 
and true information regarding securities 
offered to the public deserve our full sup- 
port. Better business bureaus and other 
promoters of “blue sky” laws have been 
particularly useful in similar endeavors. 
Capital requires encouragement and _ pro- 
tection—its proper and useful employment 
is of primate importance. It is also im- 
portant that the wheat be recognized as 
well as the tares in the field of investment. 

This year will long be rememberd as 
one in which many fallacious ideas for 
curing economic ills have found voice, 
ideas which have sprung from the er- 
roneous thought that something can be had 
for nothing. The country cannot be made 
rich by the issuance of paper money, or 
any other method of inflation, but there are 
a number of people who don’t know this 
yet. The country as a whole cannot be 
helped by the purchase of vast quantities 
of a metal called “silver” (the greater 
part of it from foreign countries) and 
Storing it away in a vault. On the con- 
trary the country is harmed by it, for the 
taxpayer foots the bill. And lastly, pros- 
perity won’t come through granting in- 
discriminate pensions and subsidies which 
will but add to our already too heavy 
burden of taxes. 

T have mentioned from whence savings 
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have come and the good they have ac- 
complished for individuals and for the 
nation, and I have tried to point out the 
danger and folly of seeking to get some- 
thing for nothing. Perhaps America stands 
at the cross roads today. Are we as a 
people to proceed to a planned economy, 
to the control of all industry and enterprise 
by the state? I cannot believe that we are, 
for that road leads to servitude. It would 
be an abandonment of all we have learned 
by the lessons of the past. No, what we 
need is a re-affirmation of faith in our 
system of free enterprise which, as a great 
American recently said, is inseparable 
from moral and intellectual liberty. Only 
by the encouragement and protection of 
savings and of business privately conducted 
by business men, can the unemployed get 
back on private payrolls. Only in_ this 
way will lasting prosperity come. While 
recognizing the need for social progress 
let us not abandon those principles that 
made our America great and furnished 
happiness and satisfaction to the largest 
number of Americans. 


Newly elected officers at the meeting 
were: president, P. R. Williams, vice- 
president of the Bank of America 
N. T. & S. A., Los Angeles, Calif., and 
vice-president, A. George Gilman, presi- 
dent of Malden Savings Bank, Malden, 
Mass. 

Mr. Williams, who was born in 
Wales, received his earliest banking ex- 
perience with the Western National 
Bank at Pueblo, Colorado, and as a 
paying teller in the Bank of Bisbee at 
Bisbee, Arizona. In May, 1909, he 
joined the staff of the Commercial Na- 
tional Bank of Los Angeles as a teller 
and received promotions until he be- 
came vice-president. The bank was 
acquired by the Bank of Italy which 
later became the Bank of America 
N. T. & S. A. and he holds the position 


of vice-president with that institution. 


State Secretaries Section 


The State Secretaries Section met on 
the afternoon of Tuesday, November 15, 
and was called to order by W. Gordon 
Brown, executive manager, New York 
State Bankers Association, New York 
City, as president of the section. He 
recommended the appointment of a 
committee on bond portfolios by each 
state association to study the problem 
of the selection of securities and the 
management of portfolios by members. 
He also requested that the American 
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Bankers Association undertake a thor- 
ough study of the methods of building 
and loan associations, industrial banks, 
finance companies, factors, licensed 
lenders, credit unions, government 
sponsored credit agencies for agricul- 
ture to determine whether the types of 
loans which they make could properly 
be handled by the banks. He also urged 
_that the American Bankers Association 
undertake a study of the possibilities of 
creating a nation-wide retirement sys- 
tem for bank employees under its 
auspices. 

As chairman of the Committee of In- 
vestment Portfolios, Don E. Warrick of 
Indianapolis, secretary of the Indiana 
Bankers Association, declared that “gen- 
eral market bonds should only be pur- 
chased for a bank investment portfolio 
as an investment and they have no place 
in the classification of secondary invest- 
ment reserves.” He also expressed the 
opinion that “the only bank capable of 
intelligently purchasing general market 
bonds are those which can afford to em- 
ploy at least one good man properly 
equipped who will devote his entire 
time to the investment list.” 


David M. Auch, secretary of the Ohio 
Bankers Association, Columbus, Ohio, 
presented a report as chairman of the 
committee on “State Bankers Associa- 
tion Management.” 

As chairman of the Committee on 
State Legislation, C. C. Wattam of 
Fargo, North Dakota, secretary of the 
North Dakota Bankers Association, said 
the bankers should take an increasing 
interest in legislative matters and meet 
the legislative members of their dis- 
tricts prior to the meeting of the legis- 
lature and discuss with them thoroughly 
all legislative proposals aimed at eco- 
nomic improvement. 


Martin Graettinger, executive vice- 
president of the Illinois Bankers Asso- 
ciation and chairman of the Pension 
Plans Committee, said that despite 
much discussion among bankers about 
the establishment of pension funds for 
their employees, little is being done 
about it. Queries about pension plans 
were sent out by his committee to the 
forty-eight state associations, Mr. Graet- 
tinger said, and forty-six answers were 
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received. Of the forty-six, pension 
plans are actually in operation in only 
five states, with two others expecting to 
inaugurate plans soon. Seventeen states 
have appointed committees to study the 
question. Twenty-two states have no 
plans. 

“The uncertainties of business condi- 
tions and possible future social legis- 
lation are the main reasons why so 
little interest is being taken in the mat- 
ter,” he reported. 

Milton F. Barlow, president of the 
American Institute of Banking and 
cashier of the National Citizens Bank 
of Mankato, Minnesota, discussed the 
aid which the A. I. B. could offer the 
state bankers association and also 
thanked the state secretaries for assist- 
ance which they were giving the A. I. B. 

D. J. Needham, general counsel of 
the American Bankers Association, 
spoke on “Recent Federal Legislation.” 

C. W. Beerbower, secretary of the 
Virginia Bankers Association, was 
elected president of the section. 

Mr. Beerbower, who had served as 
vice-president of the section during the 
past year, is also assistant cashier of 
the First National Exchange Bank at 
Roanoke, Virginia. 

Active in the affairs of the Virginia 
Bankers Association, he has served as 
chairman of its educational committee, 
secretary of Group Five, treasurer of 
the association and for the past six years 
he has been the association’s secretary. 


Bank Management Clearinghouse 
Round Table Conference 


H. H. Griswold, president, First Na- 
tional Bank and Trust Company, El- 
mira, New York, spoke on “Augment- 
ing Bark Earnings” and recommended 
to bankers consideration of the field of 
long term credit as a source of increased 
earnings for banks. He outlined the 
decline in the volume of short term 
commercial loans available to banks 
and urged bankers to “explore other 
avenues of credit.” 

Mr. Griswold said that in approach- 
ing such a step the “first duty of banks 
should be to survey the nature of their 
deposits, analyze their loan position, 
and estimate the maximum proportion 
of cash, short term high-grade bonds, 
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and liquid commercial loans necessary 
to protect these deposits.” The balance 
of the funds, he said, “should then be 
available for investment in longer term 
bonds, properly amortized mortgages 
and instalment loans. 

“There are comparatively untouched 
fields open to us. Between the long 
term mortgage loans and the short term 
commercial loans there is a gap. Often 
commercial borrowers will wish to bor- 
row more than they can repay within a 
few months, but less than enough to 
warrant a long term bond issue. We 
should be alert to such situations. They 
may well prove profitable to the bank, 
and give the bank an opportunity to 
be more useful to the community. 

“A bank has but two commodities to 
sell—service and credit. There is no 
other organization giving so much for 
so little cost as the fifteen thousand 
banks of the United States. This is the 
result of years of study, growth, and 
development. Thousands of advertising 
campaigns and millions of dollars have 
been spent in educating the public to 
the excellence of bank service. That 
this greatest of service selling organiza- 
tions has been brought to a high stand- 
ard of efficiency is proved by the mil- 
lions of. satisfied customers who are 
daily patronizing our banks. 

“Let us not forget, however, that we 
have a second commodity, namely, 
credit, to sell, and upon our ability to 
satisfy the legitimate credit needs of this 
country depends the future of our char- 
tered banking system.” 

E. N. Dekker, assistant vice-president 


of the National City Bank of Cleveland, 
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Ohio, in an address on “Intermediate 
Credit for Industry,” said that, “if a 
program of making intermediate term 
loans can be developed by the commer- 
cial banks, they will, in a measure, be 
restored to their former position as 
reservoirs of credit funds. 


“Instead of merely competing for 
business by endeavoring to attract ac- 
counts from their competitors,” Mr. 
Dekker said, “they will be creating new 
business and in some instances will in- 
crease the amount of money being used 
by industry. They may be assisting 
some local business to expand and em- 
ploy more men. The benefits from 
properly made loans of this type are 
innumerable.” 

Speaking on “Real Estate Loans— 
Values and Appraisals,” D. Howard 
Doane, St. Louis, president of the 
American Society of Farm Managers 
and Rural Appraisals, predicted that, 
“bankers in the future will hear more 
about and be more concerned with real 
estate than they are today.” 

Declaring that “neither farm loans 
nor farms owned need be a source of 
worry when they have been properly 
appraised and competent management 
is available,’ Mr. Doane stated that 
“real estate management both urban 
and rural, is rapidly coming to a pos- 
sition of dependable reliability.” He 
said, “If as new real estate loans are 
made they are viewed as potential ‘real 
estate owned’ and their earning capacity 
is carefully determined, then if and 
when the worst happens to a mortgage 
it will in reality become a prime secu- 
rity. Of course, the return of the prin- 
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cipal investment may be delayed, and 
this factor must be considered in the 
percentage of this type of investment 
any one institution may wish to carry.” 

Elmo Thompson, vice-president of the 
First National Bank and Trust Com- 
pany, Tulsa, Oklahoma, spoke on “In- 
stallment Financing and _ Personal 
Loans” and said that he was “confident 
of the truth of the statement, and—in 
spite of the many criticisms coming 
from high places to the contrary—that 
banks have never in the history of com- 
mercial banking sought so diligently 
and so persistently, even to the point 
of open solicitation, to obtain accept- 
able outlets for the employment of 
credit as they are seeking today. The 
reason for this distinct change in ap- 
proach is the serious need for earnings; 
and the realization by management that 
increasing deposits left unemployed are 
a very definite expense and drain on 
income. The managements of banks 
from one end of the United States to 
the other are surveying their respective 
trade territories to find new and accept- 
able outlets for bank credit, but the 
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search is revealing few such opportun- 
ities.” 
Customer Relations Clinic 

The Constructive Customer Relations 
Clinic was held Tuesday night, Novem- 
ber 15. A series of interviews on the 
subject of public education, customer 
relations and A. I. B. work was con- 
ducted by William A. Irwin, assistant 
educational director of the A. I. B. 
Three bankers who told of their work 
in these fields included: B. J. Schwoef- 
fermann, president, The Citizens Na- 
tional Bank, Chicago Heights, Illinois; 
Claude L. Stout, executive vice-presi- 
dent, Poudre Valley National Bank, 
Fort Collins, Colorado, and member, 
Public Relations Council; Milton F. 
Barlow, cashier, The National Citizens 
Bank, Mankato, Minnesota, and presi- 
dent, American Institute of Banking 
Section. 

Dr. Harold Stonier, executive man- 
ager of the A. B. A., speaking on “An- 
other Step in Customer Relations” told 
of a new series of six booklets which 
the association had prepared which con- 
tained the answers to everyday ques- 
tions about current economics which 
bank employees were asked daily by 
bank customers and by friends and ac- 
quaintances at home and at social 
gatherings. He also declared that there 
should not be “one public relations pro- 
gram, but there should be thirteen thou- 
sand five hundred public relations pro- 
grams,” or one for every bank. The 
clinic was concluded by the showing of 
a motion picture prepared by an em- 
ployee of the Riggs National Bank of 
Washington, D. C., tracing the progress 
of a check from the time it enters the 
bank until the last operation in connec- 
tion with it is performed. George For- 
man of the bank was the commentator 
during the showing. 


Inaugural Ceremony 


An innovation in A. B. A. conven- 
tions was the inaugural ceremony for 
newly elected officers held Thursday 
night, November 17, 1938. The bank- 
ers were entertained by the Houston 
Glee Club under the direction of Walter 
R. Jenkins and by a program of songs 
sung by Mario Chamlee, leading tenor 
of the Metropolitan Opera Company. 
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E value of the security underlying 
an obligation is of interest to the 
creditor principally, if not solely, 

as a measure of what he may realize 
on his loan in the event of default. But 
if the creditor is denied recourse to his 
security, the practical value of that se- 
curity to the creditor is destroyed. 


The wave of debtor relief legislation 
brought on by the depression impaired 
the practical value to creditors of 
pledged property. In considering this 
development in its broader aspects it 
is essential to bear one fact in mind; 
initially this impairment of values was 
but part of a general price deflation 
disastrous to debtor and creditor alike. 
At a time when it was impossible to 
sell any property at a price approxi- 
mating what had theretofore been re- 
garded as its value, forced liquidation 
of similar property by persons under 
an immediate necessity to sell had the 
effect of depressing prices still further. 
To remove from the markets the pres- 
sure of properties owned by these 
“necessitous” sellers was the only way 
to avoid recognizing the breakdown of 
our market machinery and, perhaps, 
our economic system. This need was 
grimly and dramatically evidenced by 
the embattled farmers who broke up 
foreclosure sales of their homes in 1932, 
and directly caused the passage of the 
first mortgage moratorium legislation. 

Insurance companies and other large 
lenders found themselves potential own- 
ers of vast areas of farmland with no 
apparent means of cultivation and po- 
tential if not actual janitors of numer- 
ous improved properties without ten- 
ants. So that even before the application 
of legislative compulsion, enlightened 
self-interest led creditors to work out 
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adjustments with their debtors. The 
effect of the legislation was to force 
such enlightenment upon the minority 
of rapacious but short-sighted creditors 
who would not voluntarily waive their 
pound of flesh. Accordingly, the mora- 


This article is the last in a 
series relating to the value of real 
estate as security in the light of 
existing economic and legal de- 
velopments. 


toria benefited creditors as well as 
debtors. 

But the value of security to creditors 
was further safeguarded by the courts; 
the latter held that if the creditor was 
to be deprived of the doubtful privi- 
lege of immediate liquidation of his 
security the debtor could not enjoy the 
fruits of the security at the creditor’s 
expense (Home Building & Loan Ass’n 
v. Blaisdell, 290 U. S. 398). So all 
moratorium legislation, to comply with 
the Constitution, required payment to 
the creditor of the income from the se- 
curity by way of rent or otherwise. This 
idea was even incorporated in the 
amendments to the bankruptcy act un- 
der which impairment of the obligations 
of contracts is clearly permitted. (Louis- 
ville Joint Stock Land Bank v. Radford, 
295 U. S. 555.) 

In the New York mortgage mora- 
torium legislation the principle was em- 
bodied in Section 1077c of the Civil 
Practice Act. Section 1077a of that 
statute provides that during the period 
of the emergency a foreclosure action 
cannot be brought for a default merely 
of principal. To sustain such an ac- 
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tion there must also be a default of 
interest, or taxes, or both. Certain 
properties showed earnings above in- 
terest and taxes throughout the depres- 
sion years, yet under the provisions of 
the moratorium statutes it was impos- 
sible for the mortgagee to enforce his 
lien so long as there was no default 
of interest or taxes. Section 1077c en- 
ables the mortgagee to compel appli- 
cation of earnings in excess of interest 
and taxes to the payment of principal 
or, in default of such application, to 
foreclosure. This remedy is available 
only if the mortgagor is not in default 
as to interest or taxes, because in that 
case the mortgagee has his remedy of 
foreclosure. Furthermore, although in 
a suit for the principal sum due, the 
debtor was permitted to set-off the fair 
and reasonable market value of the 
mortgaged property under Sections 
1083 (a) and (b) of the New York 
Civil Practice Act, no such set-off was 
permitted in a suit for interest alone. 
Thus the mortgagee was far from 
remediless, 

This year the legislature made the 
set-off provisions of 1083 (a) and (b) 
a permanent part of the law of the 
State of New York. Accordingly, even 
after the present emergency has expired, 
the remedies of the mortgagee against 
his debtor personally will be subject 
to this equitable limitation and the 
technique of valuation developed by 
the courts during the depression will 
color their action for years to come. 
It has been the purpose of the earlier 
articles of this series to investigate the 
economic basis of that technique. Those 
earlier discussions are paralleled in a 
decision rendered by the New York 
Court of Appeals on April 12 of this 
year in a condemnation proceeding.* 

The property in question had been 
taken by the Board of Water Supply 
on November 16, 1936, for construction 
of a reservoir for the City of New York. 
In fixing the amount to be paid to the 
owners of the property evidence was 
received as to the market value of the 
parcel as of October, 1930. 


“Matter of the Application of the Board 
of Water Supply of the City of New York 
(Ezra Empt and Marie Empt), 277 N. Y. 
452. 
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The Court of Appeals was presented 
with a single question: Was the ac- 
ceptance and consideration of evidence 
of market value of the property as of 
a date prior to the time of taking er- 
roneous? The court said if such were 
the evidence considered by the commis- 
sioners and it constituted the sole basis 
for making an award, there would be 
force to the contention that error had 
been committed. “The Constitution, 
Article I, Section 6 prohibits the tak- 
ing of private property for public use 
without just compensation. Just com: 
pensation has been measured in cases 
of this kind by the fair market value 
of the property taken as of the date of 
taking.” The court reiterated the rule 
that value must be fixed as of the time 
when the property was converted or 
taken but held that in arriving at a 
value as at that time, consideration may 
be given to the value of the property 
at such nearest earlier date as there 
shall have been any market value 
thereof. The court said: 

... “Fair market value” means neither 
panic value, auction value, speculative value, 
nor a value fixed by depressed or inflated 
prices. A fair market value is not estab- 
lished by sales where prices offered are so 
small that only sellers forced to sell will 
accept them. The mere absence of com- 
petitive buyers does not establish lack of 
a real market. But a market in fact may 
be established only where there are willing 
buyers and sellers in substantial numbers. 
When there is no real market as of a par- 
ticular date, some indication of the intrinsic 
economic asd commercial value of the prop- 
erty to the owner and his loss from the 
appropriation as of that date may be shown 
by evidence of the “fair market value” of 
the property, if in reasonably the same 
condition, at the nearest earlier date when 
there was a fair market. “Fair market 
value” of property actually taken as of the 
date of appropriation resides in an estimate 
and a determination of what is the fair, 
economic, just and equitable value under 
normal conditions (Howell v. St. Highway 
Dept., 167 S. C. 217).... 


It would seem then that valuation 
under any circumstances must take 
into consideration general conditions 
and the state of the real estate market 
at the period during which the valua- 
tion is to be made. 

No matter what the porpose for which 
an appraisal is made “fair market 
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value” does not mean merely that the 
property must be valued at the price 
at which it could actually be sold under 
prevailing market conditions by an 
owner who has a decent time to shop 
for a buyer and to carry on negotia- 
tions (that would imply that current 
sales of real property must be accepted 
as representing value unless they were 
made by necessitous sellers without 
benefit of fair negotiation). In the light 
of the Empt case “fair market value” 
is by very definition a hypothetical 
value such as would be realized in a 
normal market. When so construed 
the appraisal may ignore even the non- 
forced sales of abnormal times in favor 
of such prices as may be supposed to 
prevail in normal times.* The Court 
of Appeals seems finally to have recog- 
nized that such a result is required by 
statute in deficiency judgment cases. 
This decision materially limits the 


*See Bonbright, The Valuation of Prop- 
erty, Vol. I, page 463. Italics ours. 


cases in which deficiency judgments 
may be obtained. This tendency can- 
not of itself be regarded unfavorably 
even by mortgagees, because the entire 
theory of lending on the security of 
real estate is that the loan is to be 
based on a certain percentage of the 
value of the property as determined by 
the mortgagee’s appraisal. Since the 
principal inducement for the mortgage 
loan is the value of the security, it seems 
not unfair to restrict the mortgagee to 
that security for the realization of his 
loan. Moreover, since the mortgagee 
himself determines the amount of the 
loan on the basis of his own appraisal 
of the property involved, it is not un- 
fair to require the mortgagee to suffer 
the consequences if the appraisal he 
made at the time of the original loan 
was unduly optimistic. The true pro- 
tection of the mortgage will come in 
the future as it has in the past, from 
a sound appraisal resulting in a fully 
secured loan. 


INVESTMENT NOTES 


TRUST INVESTMENT POLICY 


N an address before the New Jersey 
State Bankers Association, Murray 
Shields, economist of the Irving 

Trust Company, suggested that present 


investing 
trusts: 


“1. To hold larger amounts of short 
term securities than in normal times, 
but not to hold so large a portion of 
short term investments as to penalize 
income unduly if interest rates fail to 
rise. 

“2. To stagger maturities so that a 
part of the funds will be coming up 
for investment periodically. 

“3. To give preference, in so far as 
is practicable, to medium term secu- 
rities over those of extremely long ma- 
turity.” 

Discussing factors which might bring 
a continued low level of long term in- 
terest rates, Mr. Shields pointed out that 
in the past, long term interest rates have 
advanced sharply and substantially only 
when short term interest rates were 
higher than the long term rates, when 


policy required individual 
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short term rates were rising or when 
the bank reserve position was under 
pressure. Such conditions are not 
present today and seem unlikely to be 
present for some time. It was stressed 
chat as long as excess reserves remain 
in the banking system, banks generally 
will not be under the necessity of sell- 
ing their present holdings and that the 
supply of funds available for invest- 
ment might for a considerable number 
of years exceed the demand for new 
capital funds. 

Among the factors which, in Mr. 
Shield’s view, suggest that conservative 
investors should follow a reasonably 
cautious course, was that “banks in gen- 
eral may be approaching the time when 
they will have bought all the long se- 
curities they feel warranted in holding 
with present capital funds,” and, there- 
fore, in the future may “be less aggres- 
sive buyers either of new Treasury long 
term securities or of new corporate ob- 
ligations.” The economic setting, with 
the budget of the Federal Government 
a long way from balance and with 
monetary policies which involve the 
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danger of credit inflation, was, in Mr. 
Shields’ opinion, not one to warrant 
confidence in the present structure of 
long term interest rates. 


BOND VS. STOCK FINANCING 


HE desirability of abandoning 
“debt financing” in favor of capi- 
tal stock flotations has been receiv- 
ing increasing attention. Only a short 
while ago, Commissioner Jerome N. 
Frank of the Securities and Exchange 
Commission declared that both investors 
and corporations would benefit consid- 
ably from such a change. In an ad- 
dress before the National Association 
of Securities Commissioners, Mr. Frank 
called attention to the fact that. the 
legal obligation of a corporation to pay 
interest was of limited value to the in- 
vestor if earnings were insufficient; also, 
that investors suffered severe losses 
through reorganizations caused by bur- 
densome fixed-interest charges. 
The necessity for a program of debt 
reduction has also been supported by 
the Twentieth Century Fund. The 


Fund’s Committee on Debt Adjustment, 


completing an extensive three year in- 
vestigation of the nation’s debt struc- 
ture, advocated a transition to equity 
financing in order to promote a sounder 
and healthier economic structure. 

Such a shift, however, cannot be ac- 
complished overnight; a sharp revision 
of existing tax and financial legislation 
will prove necessary. Today, both Fed- 
eral and state governments, by reason 
of prevailing laws and_ regulations, 
place a premium upon the use of bonds 
in corporate financing. For example, 
bond interest may be deducted by cor- 
porations to reduce taxable income; on 
the other hand, dividend payments on 
stocks may not be similarly treated. 
And this difference is sufficient to dis- 
courage many equity flotations. There- 
fore, to assist in carrying out the pro- 
posed policy, remedial tax legislation 
is required. 


From another angle, administrative 
regulations governing the investing of 
savings bank and insurance company 
funds would also need revision. But, 
in this connection, care must be taken 
to protect such savings and safeguards 
must be provided before any wide 
changes in investment policy are insti- 


tuted. 


MANAGED MONEY 
CURRENCY study issued by the 


Institute of International Finance 

expresses the opinion that managed 
money will remain with us for some 
time to come. This study, which was 
prepared under the direction of Pro- 
fessors Madden and Nadler, points out 
that the nations of the world have 
manifested little desire to return to the 
gold standard and that present polliti- 
cal conditions do not appear to favor 
the return of a gold standard, with fixed 
gold points. 

Discussing managed currency, the 
bulletin states that its effectiveness 
“depends on the close codperation be- 
tween the government, the central bank 
and other financial institutions. It 
also requires a certain degree of co- 
operation between business and the gov- 
ernment and between capital and labor. 
However, the results will be influenced 
not only by the mechanism of manage- 
ment but also by the skill, wisdom and 
far-sightedness of the money managers.” 

Regarding devaluation, it is declared 
that “as conditions are at present it is 
doubtful whether one major country 
could have recourse to further sharp 
depreciation of its currency without 
forcing other countries to follow suit. 
If, for example, the President of the 
United States were to devalue further 
the dollar, as he may up to June 30, 
1939, it is almost certain that Great 
Britain and the members of the sterling 
bloc, as well as other countries, would 
depreciate their currencies to the same 
extent.” 
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THE ability to write or dictate effective letters 
which win or keep friends, while accomplish- 
ing their purpose, is invariable with some. 
With others it is an uneven talent. Still others 
succeed only through persevering practice and 
experiences costly in friendship, time and 
money. 


Here is a book that is designed to help the 
personnel of your bank express themselves 
as ably in letters as in personal contact or 
vice versa. It gives a wealth of suggestion 
resulting from the author's practical work 
with the letter-writing efforts of officers, 
department heads and clerks in many repre- 
sentative banks. 


EFFECTIVE BANK LETTERS 


By Alice A. Kretschmar 


HIS book is the only training 

CONTENTS service published that is likely 
in Brief to improve bank letters. It has for 
its background years of practical 
experience with bank letter problems 
as encountered by the author in 


os 
Foreword 


Model Letters serving some of the country’s largest 


Letter Forms and b : : . 
Charts anks, in a professional capacity. 


Trite and Undesirable 
Expression 


The printed service is available 
to you in a loose-leaf book (which 
can be circulated in sections), at an 
investment of only $12. The first 
edition sold for five years at $25 to 


Commmrudtion and banks buying from one to sixty 
yie 


Effective Beginnings 
Worthwhile Endings 


copies. 


aga and Char- A complete table of contents and 
a random cross-section, short list of 


Letter Analysis present users of this book will be 
(Case Treatment) 


sent promptly on request. 


Everyday Letters 
from the Files 


Price $12 delivered 
Punctuation 

Helpful Books Bankers Publishing Company 
Index 465 Main Street 


Cambridge, Mass. 
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FINANCIAL SITUATION ABROAD 


A MONTHLY SURVEY 


OLLOWING the breathing spell 

afforded by the peace of Munich, 

affairs on the other side of the 
Atlantic have taken on a checkered 
character. Rome and London have 
reached an accord on certain policies, 
while France and Germany are making 
efforts in the same direction, France is 
employing a number of rather drastic 
measures designed to improve the 
country’s internal situation, but does 
not find unanimity of opinion in the 
attempt to put these measures in opera- 
tion. Germany and the United States 
are having a controversy, which has 
resulted in the temporary recall of their 
Ambassadors at Washington and Ber- 
lin. A trade agreement has been en- 
tered into between the United States 
and Great Britain, easing the tariff re- 
strictions heretofore existing, and des- 
tined to have a wide effect on inter- 
national trade and banking. Turkey 


has recently lost its ruler by death, thus 
taking from the world one of its out- 
sanding figures. 

Continued weakness of sterling, in 
the face of a diminishing balance of 
import trade, has occasioned consider- 
able comment in international finan- 


cial circles. Owing to the demand for 
export gold, and the heavy require- 
ments for carrying out the rearmament 
policy, an increase in the fiduciary 
issue of the Bank of England is con- 
sidered imminent. 

This month the Pan-American Con- 
ference is meeting at Lima, Peru, and 
it is expected that concerted action will 
be taken at this meeting looking to 
more adequate military and naval de- 
fense of the countries comprising the 
Western Hemisphere. 


Britain’s Foreign Trade 


For the nine months of 1938 total 
imports into Great Britain have fallen 
by £51.5 millions, compared with the 
530 


like period in 1937, while in the same 
time British exports have fallen by 
£38.9 millions. In September of this 
year imports declined by £12.8 mil- 
lions, while export values fell by only 
£4.5 millions. 

Commenting on the industrial situa- 
tion, the Monthly Review of Lloyds 
Bank Limited finds conditions rather 
better than could be expected from the 
seasonal recovery alone, and that busi- 
ness is at least no worse than it was 
six months earlier. Still, there has 
been no real recovery, business merely 
stabilizing at a lower level reached 
some six months since. 


Debt of the United Kingdom 


Wuart is called the total dead-weight 
debt of Great Britain, which in 1914 
was only £649.8 millions, as the result 
of the Great War rose rapidly after the 
year named, being £7,828.8 millions in 
1920. In the following year it fell 
slightly to £7.413.3 millions, since 
which time there has been a slight in- 
crease each year, until March 31, 1938, 
when the total reached £8,026.1 mil- 
lions. Since 1931-2 conversion opera- 
tions have greatly reduced the total of 
interest management and expenses of 


the debt. 
London Clearing Banks 


INVESTMENTS of the eleven London 
clearing banks in September, 1938, 
were £645,759,974, compared with 
£640,871,512 for September, 1937. The 
amount of bills discounted was £288,- 
953,317 and £280,640,083 for these 


same dates. 
_ 


Iraty’s trade deficit at the end of 
August stood at 1,008.9 million lire. 
compared with 2,435.3 million in 1937, 
an improvement of 1,426.4 million lire. 
Taking into account trade with Italian 
colonies, the improvement was 1,601 
million lire. 
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CAPITAL 
Authorized P10,000,000.00 
Fully Paid P6,750,000.00 

(US$1.00=P2.00) 


CABLE ADDRESS: BANCO 


HEAD OFFICE: MANILA 


BRANCHES 
Cebu, Iloilo, Zamboanga 


EIGHTY Y¥BARS 
and more of experience and familiarity with local business conditions have placed our organization in an 
exceptionally favorable position to undertake commercial banking, fiduciary and trustee business of every 
description in a country which, like the Philippines, is developing rapidly and offers considerable opper- 
tunities to the foreign importer, merchant and investor. 


We solicit the agency and collection business of foreign Banks. 


HoLianp has made surprising progress 
during the forty years of Queen Wil- 
helmina’s reign, as pointed out in the 
Quarterly Review of Amsterdamsche 
Bank N. V. 

Practically the whole system of social 
legislation and welfare provisions has 
been built up during these forty years; 
the population has grown from 5,- 
000,000 to close on 8,500,000; sanitary 
conditions have been so improved that 
infant mortality has dropped from 15.6 
per hundred quick-born infants to 3.8; 
the number of inhabited houses has 
risen—partly as a result of sanitary 
provisions—from 800,000 to 1,800,000; 
savings bank deposits have increased 
from 150 million florins to 1,140 mil- 
lion florins, and life insurance from a 
total of something over 300 million 
florins to close on 4,450 million florins. 
As against these assets there are, of 
course, also liabilities. Taxation is a 
much greater burden than it was. Di- 
rect taxes have risen from 33 million 
florins per annum to 190 million florins; 
indirect taxes from 19 million florins to 
118 million florins; excise duties from 
46 million florins to 136 million florins; 
import duties from 8 million florins to 
nearly 100 million florins. Expendi- 
ture on fighting unemployment, some- 
thing quite unknown in 1898, amounted 
in 1938 to close on 150 million florins 
—this being expenditure for national 
account only, without counting that of 
the municipalities; Poor Law expendi- 
ture—again for national account only 


THE 


Inquiries and correspondence invited. 


—has risen in forty years from 16 mil- 
lion to 116 million florins. In har- 
mony with these tendencies the national 
debt, increased between December 31, 
1897, and December 31, 1937, from 
about 100 million florins to close on 
3,250 million florins; and municipal 
indebtedness from 275 million florins 
to 2,530 million florins. 

PoLann’s budget for 1939-40, accord- 
ing to preliminary estimates, is placed 
at 2,523,000,000 zlotys, as representing 
expenditures, with receipts slightly 
higher. The new budget is just under 
2 per cent. above that of the preceding 


year. 
~~ 


INTERNATIONAL BANKING NOTES 


SKANDINAVISKA KREDITACTIEBOLAGET 
—The fact that the name of this com- 
pany has not contained the word 
“bank” has always entailed a certain 
amount of inconvenience, and since 
the colloquial name “Skandinaviska 
Banken” has gained increasing use, it 
was decided to change the style to 
Skandinaviska Banken Aktiebolag. 

Profit of the bank, as shown by the 
1937 report, amounted to Kr. 6,203,- 
344.12, to which was to be added the 
amount brought forward, giving a total 
of Kr. 11,239,217.24. Out of the earn- 
ings a dividend of Kr. 8 per share was 
declared, leaving Kr. 6,327,217.24 to 
be carried forward. Principal offices of 
the bank are at Goteborg, Stockholm 
and Malmo, Sweden. 
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Christiania Bank og Kreditkasse 


Oslo, Norway 


Founded 1848. 


First established 
private bank in 
Norway 


BANKING BusINEss OF EVERY 
DESCRIPTION TRANSACTED 


Telegraphic address: Kreditkassen 


Paid up capital 
and reserve funds 
Kr. 40,000,000 


New York Agents: 


The National City Bank, Guaranty Trust Company, Irving Trust Company and 
The Chase National Bank 


A GREAT POST-WAR STATESMAN 


{From the London Economist, 
November 12.]} 


The great Turktish statesman who 
died this Thursday will go down to 
history as a genius of the same type 
and stature as Peter the Great. Like 
his Russian peer, President Mustafa 
Kemal Atatiirk has achieved the super- 
human task of converting a whole world 
to the Western way of life in the span 
of a single generation. Peter “West- 
ernized” all the Russias; Kemal, in 
“Westernizing” Turkey, has determined 
the destinies of the whole of the Islamic 
world; for what the Turks do today will 
be done by other Muslim peoples to- 
morrow. Atatiirk was born and brought 
up in Macedonia as the subject of an 
Ottoman Empire which was a cosmo- 
politan state based on a dynasty and a 
religion; he leaves behind him a Turk- 
ish Republic which is a progressive na- 
tional state on the modern Western 
pattern. He has been eminent alike as 
a statesman and as a soldier, in war 
and in peace. He had the courage to 
put himself at the head of a movement 
of national regeneration at the darkest 
moment in the Ottoman Turkish nation’s 
history. In 1919 Turkey and the Turks 
were virtually under sentence of death. 
Turkey had fought and lost three wars 
since 1911. The Dardanelles, Bos- 
phorus and Constantinople were com- 
manded by the British Navy; the Arab 
provinces were shorn away; the Turkish 
nation’s own homeland in Anatolia was 
being invaded by the Greeks with the 
blessing of the victorious, and appar- 
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ently omnipotent, Allied and Associated 
Powers. In these circumstances, in 
1919, Kemal Pasha (as he then was), 
dared the act of defiance which Herr 
Hitler dared seventeen years later. He 
challenged the verdict of the war of 
1914-18 and extorted a revision of it 
from the victors. Unlike Herr Hitler, 
however, Atatiirk announced his terms 
(in the so-called Turkish National 
Pact) at the beginning of his struggle 
and made a permanent peace on the 
basis of these terms as soon as he had 
attained them. 

Military success did not tempt this 
great Turkish professional soldier into 
further military adventures. Having 
won the war, he addressed himself to 
the still bigger task of winning the 
peace; and in this, again, he carried 
the nation with him. The work of na- 
tional reconstruction was started, in the 
old-fashioned heart of Anatolia, when 
“the Kemalist Movement” still looked a 
forlorn hope. Since 1923 this task of 
peace has been carried forward by the 
undivided energies of the nation and its 
leader. Under Atatiirk’s inspiration, 
and with his tremendous will power co- 
operating with the whole nation’s will 
to live under the strenuous conditions 
of the modern world, Turkey has put 
herself through a social revolution in all 
spheres at once. The Turkish woman has 
been emancipated; the peasant has been 
educated; the Latin alphabet has been 
substituted for the Arabic, and the 
Western for the Oriental dress; while 
the face of the land has been trans- 
formed by intensive road and railway 
building and the introduction of agri- 
cultural machinery. 
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overmng CANADA 


. ..and Knowing Conditions 


BANK OF MONTREAL 


Established 1817 


OVER 500 BRANCHES IN CANADA 


OFFICES in the UNITED STATES 


New York Agency: - 64 Wall Street 
Chicago Office: 27 South La Salle Street 


San Francisco Office : Bank of Montreal 
(San Francisco) — 333 California Street 


TOTAL ASSETS IN EXCESS OF $800,000,000 |:: oe oe : 








Current conditions in Canada 


HE Monthly Letter of the Bank of 

Montreal dated November 23, 1938, 

comments as follows on the Ca- 
nadian situation: 

“Revision of the reciprocity agree- 
ment between Canada and the United 
States and, concurrently, the conclusion 
of a trade agreement between the United 
States and Great Britain, rank first 
among the more important business de- 
velopments of the past month and, in- 
deed, of the entire year. The new agree- 
ments are expected to become operative 
as from January 1 next. Under the new 
agreement with the United States, 
Canadian customs duties on 283 tariff 
items are reduced and existing rates 
upon 146 other commodities are main- 
tained or bound. The Dominion, in re- 
turn, has secured duty reductions on 
129 items of the United States tariff, 
and fixed duties for the duration of the 
agreement upon 73 others. The con- 
eessions by Canada affect duties upon 
THE 
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an extensive range of agricultural, 
fishery and forest products, textiles, to- 
bacco and spirits, chemicals and paints, 
earthenware, glassware, metals and 
metal products, electrical apparatus, 
motors and motorcycles, aircraft, pre- 
cision tools, machinery used in heavy 
construction and mining, household 
products, rubber tires, et cetera, plus 
the considerable number of duties bound 
at their existing levels. The United 
States has granted varying reductions, 
in some instances reaching the 50 per 
cent. maximum permitted under the 
Tariff Act, applying to fresh and salt 
water fish, potatoes, lumber and 
shingles, cattle, dairy products, hog 
products, horses, clover and grass seeds, 
turnips, silver fox skins, blueberries, 
poultry products, plup and paper prod- 
ucts, metals, non-metallic minerals, 
ferro-alloys, whiskey, acetic acid, and 
an extensive list of manufactured com- 
modities. In order to free the hands 
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of the Imperial Government and facili- 
tate the negotiations between London 
and Washington, Canada has relin- 
quished some advantages enjoyed in the 
United Kingdom market under the 
Canada-United Kingdom agreement, the 
most important of the cancelled advan- 
tages being the wheat preference, con- 
sisting of the 6 cents per bushel duty, 
hitherto imposed by Great Britain upon 
wheat of foreign origins. Canadian 
apples will continue to enjoy a substan- 
tial preference in the British market in 
that they will still enter duty free, but 
the United Kingdom has given the 
United States the benefit of a seasonal 
reduction in the raw apple duty from 
4s. 6d. to 3s. per cwt. Certain classes 
of lumber of which the United States 
is a large producer and exporter will 
enter the United Kingdom on terms 
equal with those applying to United 
States imports of Canadian lumber. 
“Probably the most important con- 
cession made by the Dominion, whether 
considered from a revenue point of view 
or from that of industrial protection, is 
the removal of the special 3 per cent. 
excise tax which since 1930 has been 
levied against the duty-paid value of 
imports not covered by the British 
preference. This will mean a quite sub- 
stantial reduction in the protection of 
practically every class of Canadian 
manufactures and, although the consum- 
ing public stands to secure a reduction 
in prices for a wide variety of articles 
by this change as well as by a long 
list of cuts in numerous tariff schedules, 
a number of industries are fearful that 
they will suffer a substantial loss of 
business to American competitors and 
be unable to maintain their present 
scale of output and employment. The 
effect of the agreement is even more 
far-reaching than would appear from 
the foregoing, for through the recogni- 
tion of the principle of the most-favored- 
nation treatment, other countries can, 
by observance of certain conditions, 
claim the same concessions in the 
Canadian tariff as have been accorded 
to the United States. This country has 
most-favored-nation arrangements with 
some forty foreign countries, including 
Germany and Japan. The United States 
53M 


has most-favored-nation treaties with 
twenty countries among which are not 
included any of the totalitarian nations, 
Great Britain, on her part, does not dis- 
criminate in her tariff against any na- 
tion, except to accord special preference 
to her overseas Dominions and colonies, 

“Thus it will be seen that the new 
treaties actually effect a world-wide 
lowering of barriers to international 
trade, with prospective results through- 
out the world that can in no way be 
estimated at this juncture. As far as 
Canada is concerned, the hope is, of 
course, that the increased purchasing 
power which will come to farmers and 
other primary producers will result in 
a higher velocity of domestic trade. For 
a considerable time past the negotia- 
tions for these agreements have been 
a retarding factor in business plans and 
commitments, and the business com- 
munity is now facing the task of read- 
justing its plans and arrangements to 
meet the tariff changes decreed by the 
treaties. 

“Retail trade showed some improve- 
ment in October as, while the sales of 
departmental stores were 7 per cent. 
lower than in October, 1937, they were 
11 per cent. above the figure for Sep- 
tember. The continuance of abnormally 
warm weather over a large part of 
Canada through October up to mid- 
November retarded purchases of winter 
clothing, equipment for winter sports 
and other goods for which there is a 
seasonal demand at this time, but the 
purchasing power of the public seems 
to remain stable and the prospects for 
Christmas trade are considered good.” 


_ 


In its Monthly Commercial Letter for 
November, the Canadian Bank of Com- 
merce reports that in the preceding 
month industry made its greatest ad- 
vance of the present recovery period. 
There is sufficient new business in hand 
for the steel mills to maintain opera- 
tions at from 75 to 80 per cent. of ca- 
pacity, with prospects of expansion later 
in the season. Agricultural conditions 
are also reported as being favorable. 
For the twelve months ending with Sep- 
tember of this year, there was a decline 
of 11 per cent. in the value of construc- 
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tion as compared with the same period 
of 1937. This decline was principally 
in industrial and engineering projects, 
residential construction declining only 
slightly. 


~ 


MINING continues to be the most active 
branch of Canadian industry, according 
to the Royal Bank of Canada, the index 
of mineral production for the first 
eight months of 1938 being substantially 
above that for the same period of 1937. 
Gold production has continued to es- 
tablish new records. 


~ 


BANK OF MONTREAL ISSUES 
ANNUAL REPORT 


CONTINUED progress is revealed by 
the 121st annual statement of the 
Bank of Montreal for the period 
ending October 31, now being dis- 
tributed to shareholders. In addition to 
growth in current loans, deposits show 
a substantial increase; the cash position 
of the bank is stronger; the liquid posi- 
tion is well maintained and the total 
assets of $874,255,828 are at the high- 
est point since 1929. Profits show some 
contraction but would have been above 
the level of the previous year had it 
not been for the greater amount re- 
quired in Dominion and Provincial 
Government taxes. 

Deposits, at a total of $763,156,945, 
are higher by $45,357,839. There is 
some reduction in the notes of the bank 
in circulation, in keeping with the cur- 
tailment in bank circulations following 
upon the greater percentage of Bank 
of Canada notes now being used 
throughout the country. In addition to 
the expansion of current loans to busi- 
ness and industry, including loans to 
provincial and municipal governments 
and school districts by $22,942,637 to 
a total of $227,703,449, the bank’s cash 
resources of $152,540,082 show an in- 
crease of $17,929,772, and there is a 
further growth of $3,354,995 in hold- 
ings of government bonds and other de- 
bentures, such investments, the greater 
portion of which consists of gilt-edged 
securities which mature at early dates, 
now totalling $440,736,820. 


Call loans outside of Canada at $21,- 
493,005 are higher by $1,614,061, and 
call loans in Canada at $5,374,980 
lower by $1,482,720. Other items among 
the bank’s investments include $159,- 
651 in industrial and other stocks, and 
this small amount is $126,583 less than 
a year ago. Figures representing let- 
ters of credit and other banking opera- 
tions are comparatively little changed. 
Of the total assets of $874,255,828, the 
quickly available resources total $620,- 
335,119, which is equal to 77.80 per 
cent. of all liabilities to the public. 


The year’s net earnings, after mak- 
ing appropriations to the contingent re- 
serve fund—out of which fund full pro- 
vision for bad and doubtful debts has 
been made—and after deducting Do- 
minion and Provincial Government 
taxes, were well maintained. While the 
profits of $3,398,390 are $9937 less 
than for the preceding year, the govern- 
ment taxes referred to increased by 
$209,660. The profits were equivalent 
to 4.46 per cent. on the capital, rest 
and undivided profits, which compares 
with 4.47 per cent. for the preceding 
year. The usual dividends were paid 
and, after appropriating $500,000—an 
increase of $100,000—for bank prem- 
ises, a surplus of $18,390 was carried 
forward, to increase the balance of 
profit and loss to $1,183,254. 

Principal features of the statement, 
which is prepared to give the public 
clear explanations of the various items, 
compared with the previous year are as 


follows: 
1938 


Total Assets $874,255,828 
Cash Assets .... 152,540,082 
Liquid Assets .. 620,335,119 
Gov’t and Other 
440,736,820 
Call Loans Out- 
side Canada.... 
Call Loans in 


1937 

$829,633,950 
134,610,309 
599,051,153 


437,381,825 
21,493,005 19,878,944 
5,374,980 


227,703,449 
. 163,156,945 


6,857,700 
204,760,812 
717,799,105 


Current Loans.... 
Total Deposit 
Capital, Surplus, 
Undivided  Prof- 
its and Reserves 
for Dividends .. 
Profits 


76,916,337 
3,398,390 


76,897,197 
3,408,328 
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ADVERTISING and PUBLICITY 


Edited by MALCOLM DAVIS 


F. A. A. Convention at Fort Worth 


EARLY three hundred financial ad- 
N vertising technicians gathered in 

Fort Worth, Texas, from October 
31 to November 3, for the twenty-third 
annual convention of the Financial Ad- 
vertisers Association. 

At this meeting the best bank public 
relations talent in the country sought, 
through an interchange of ideas, to 
solve the important problems confront- 
ing financial advertising men and 
women, individually and collectively. 

Accorded a typically open-hearted 
reception by their Texan hosts, the 
delegates got down to work, stimulated 
by the vital and alert Texas atmosphere. 
That this was a working convention is 
demonstrated by the fact that the 
classes, conducted by Dr. James C. Dol- 
ley, professor of banking at the Uni- 
versity of Texas on “The Changing 


WILLIAM H. NEAL 
Retiring president of the F. A. A. 
and vice-president of the Wachovia 
Bank and Trust Company, Winston- 

Salem, N. C. 
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Economics of Banking” were held each 
morning at 9 a. m. sharp. 

Supplementing the classes were 
round-table conferences. At these de- 
partmental meetings, specialists in vari- 
ous phases of financial advertising were 
able to pool their intellectual resources 
—to probe the ways and means of meet- 
ing specific problems which had arisen 
during the course of the year. 

Of great interest and value to our 
readers will be the following digest of 
the addresses made at the general ses- 
sions. Complete reports of these talks, 
of Dr. Dolley’s lectures and of some of 
the departmental gatherings, are being 
made available in the “Year Book,” 
published by the association. 


~ 


THE FUNCTION OF THE F. A. A. IN 
THE FUTURE OF BANKING 


By William H. Neal, Retiring President 
of the Association and a Vice-Presi- 
dent of the Wachovia Bank and 
Trust Company, Winston-Salem, 
North Carolina 


Our association is now entering its 
twenty-fourth year of service ‘to the 


financial institutions of America. To- 
day, those fundamental principles for 
which the F. A. A. has always stood 
have at last taken their place in the 
spotlight of banking attention. Other 
voices have joined with ours. Business 
men and industrialists have also taken 
up the public relations theme and have 
united in acclaiming a common cause— 
namely, public understanding, approval 
and support. 

A few years ago public relations was 
just a high sounding term usually asso- 
ciated with the professional propa- 
gandist; today it has become the uni- 
versal challenge to industry, to finance 
and to business. It is advocated as the 
shield of protection against radicalism 
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and the safeguard of private enterprise 
and individual initiative. 

Wherever bankers are gathered to- 
gether, be it at a convention, a confer- 
ence, a seminar or a forum, some phase 
of public relations receives its full 
share of discussion and consideration. 

My observation leads me to believe 
that this current interest, as welcome 
as it is, as necessary as it is, is never- 
theless not without its dangers. There 
are certain reactions against which we 
must constantly be on guard, and there 
are situations likely to develop for 
which we must be adequately prepared. 

First, there is danger that we may as- 
sume an attitude of complacency. I 
hope we shall never assume that at- 
titude. We are still going upstream in 
our efforts to bring to the consciousness 
of the rank and file of bank manage- 
ment the necessity for planned public 
relations programs as the only effective 
means of correcting a public attitude 
that is still skeptical about banker’s 
motives and unacquainted with banking 
principles. There are still many bank- 


ers who are unimpressed, many who 
are apathetic, many who have already 


reverted to a state of smug self-suffi- 
ciency now that the storm of public 
disfavor has apparently subsided. 

I regard it as a continuing responsi- 
bility for the officers and committees 
of this association to proclaim em- 
phatically the basic need for broader 
participation in public relations pro- 
grams. 

Bankers have a reputation for “blow- 
ing hot and cold” on new undertakings, 
and much of the current discussion 
about public and customer relations 
may prove to be pure conversation un- 
less the F. A. A. and other banking 
groups insist on the necessity of “fol- 
lowing through.” 

Therefore, the Financial Advertisers 
Association must continue to emphasize 
the necessity for permanence and con- 
tinuity in all public relations efforts. 
It is imperative that this function re- 
ceive executive attention and supervi- 
sion. that it be performed and super- 
vised by someone with both experience 
and authority. 

Occasionally some uninformed banker 
remarks that there is duplication of ef- 
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fort by the F. A. A. and other banking 
associations. There is no duplication 
in the field of developing technique. 
There is no other association existing 
today, aside from private agencies and 
counseling firms, to which a bank offi- 
cial charged with public relations re- 
sponsibilities can turn for an exchange 
of ideas and experiences, for a store- 
house of information, for close contact 
and association with others who have 
this sort of job with kindred institu- 
tions, for help and assistance in all 
phases of a technical and complicated 
task—no other place to find all of this 
except in the Financial Advertisers As- 
sociation. 

Instead of 500 members, we should 
today have 5000 members working 
closely together, undergoing training 
for the job which must be done if the 
business of chartered banking is to move 
forward into broader spheres of use- 
fulness and service. 

Our association last year wisely 
changed the form of its annual meet- 
ing from just the usual convention to 
a forum and classroom. Literally we 
are going to school again, and may I 
say with personal conviction, irrespec- 
tive of the scope of our present knowl- 
edge and experience, we must continue 
to go to school, continue to keep our- 
selves equipped to cope with a rapidly 
changing social and economic’ order. 
New ideas, new methods, new technique 
are constantly being developed. It is 
the duty of this association to keep you 
informed regarding these changes, it is 
your responsibility and mine to get the 
information that is here for us. 


~ 


IMPORTANT FINDINGS OF THE 
F. A. A. RESEARCH COMMITTEE 


By Dale Brown, Assistant Cashier, Na- 
tional City Bank, Cleveland, Ohio 


AT the request of the association, Dale 
Brown conducted a survey among banks 
throughout.the country concerning their 
activity in the field of employee rela- 
tions. A questionnaire of some seventy 
questions was circulated to a cross-sec- 
tion of 350 banks whose deposits 
ranged upwards of $10 million. Fifty 
of these banks were savings banks. 
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There-was a/70 per: cent. return, repre 
senting an employee strength of 257,000 
men. and. women.. Herewith are pre- 
sented some of the outstanding results 
as reported by Mr. Brown. 

1. The banks overwhelmingly support 
the American Institute of Banking by 
facilitating their employee attendance 
of classrooms throughout the country. 

2. The question of customer relations 
within each bank is given special at- 
tention by 100 out of 231 replying 
banks. This number should probably 
be increased. 

3. In 203 banks, out of a total of 
240 replying, meetings of officers and 
employees are held either regularly or 
occasionally to discuss the problems of 
the bank. 

4, Cash awards to employees for the 
production of new business seem to be 
unpopular. Relatively few banks give 
such awards and many others have 
tried various plans and abandoned them 
as ineffectual. 

5. In most banks, the policy is to 
make promotions from the ranks and 
to bring in from the outside only 
trained specialists where needed. 

6. Bonus systems have been tried by 
a considerable number of banks, but 
at least two-thirds of them have been 
abandoned as not accomplishing the 
purpose desired. 

7. Four weeks is the prevalent vaca- 
tion for bank officers and two weeks 
for other employees. 

8. Many banks have some form of 
employees’ associations or clubs, gen- 
erally formed for social purposes, and 
partly financed by the bank. 

9. The newness of Social Security 
legislation is reflected in the fact that 
pension systems are in effect in only 
about one-fourth of the banks answer- 
ing the questionnaire, although this 
percentage probably is larger than in 
industry generally. More of the plans 
represented are operated by the banks 
themselves than by insurance companies. 
Generally speaking, banks east of the 
Mississippi favor the bank operated 
plan, and banks west of the Mississippi 
favor the insurance company operated 
plan. 

10. Group life insurance for em- 
ployees is very general and in the ma- 


538 


jority of cases“ the banks pay all of : 

the cost, although a substantial minor- 

ity require the employee to share the 

cost. 

CAN RESEARCH BENEFIT THE 
BANKING BUSINESS? 


By Elmo Roper, Research Counselor, 
New York City 


It is my belief that research can help 
the banking business. If it should turn 
out that you have to look for a broader 
market for the product you have now 
got for sale, it is the proper function 
of market research to help locate that 
broader market. If it should turn out 
that you should offer for sale some com- 
modity or service somewhat different 
from that which you are now offering, 
it is the proper function of market re- 
search to help you discover which 
things, of those possible to you, are 
most demanded or needed by people. 
If it should turn out that you aren’t as 
bad as the public is apparently willing 
to charge you with being and that, 
therefore, a public relations job is in- 
dicated, it is the proper function of 
public opinion research to find out the 
component elements contributing to the 
public’s dislike or distrust; and that 
knowledge is essential before any effort 
can be made to correctly inform the 
public. If, however, it should turn out 
that the public is not far wrong in either 
their estimate of what you do or how 
many of you do it, your problem is then 
one of eliminating from your ranks the 
malefactors. 

And having thus advanced research 
as an instrument which might well pro- 
vide some of the answers to your prob- 
lems, it seems only right to give a fleet- 
ing glance at just how this research is 
conducted. 

In sampling public opinion it is the 
intention and goal of the researcher to 
set up a miniature population, the ele- 
ments of which are identical with the 
total population. If 3 per cent. of all 
the people of the United States live in 
the mountain states, then 3 per cent. of 
this miniature population, or sample, 
should be drawn from the mountain 
states. If 25 per cent. of all the people 
in the United States live on farms, then 
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25 per cent. of this miniature popula- 
tion should live on farms. If 9.7 per 
cent. of all the people in the United 
States are negroes, then 9.7 per cent. 
of this miniature population should be 
negro. If 9.1 per cent. of the people 
of the United States live in a reason- 
ably prosperous or well-to-do manner— 
according ‘to the local standards pre- 
vailing where they live, then 9.1 per 
cent. of our miniature population should 
be drawn from the prosperous or well- 
to-do. By these and a variety of other 
methods the researcher sets up certain 
standards which lead him to believe 
that the miniature population he ac- 
tually interviews has all the chemical 
properties of the total population and 
is in fact a true cross-section of that 
population. The decision as to who 
make up this sample and whefe they 
live is not one easily arrived at and a 
faulty technique in drawing this sample 
gives rise in my opinion to more errors 
than does any other single factor in 
research. But the task is not an im- 
possible one and a number of people 
engaged in market research have given 
reasonably conclusive evidence of an 


ability to segregate from the masses a 


sample truly the 


masses. 

When the field work is done and the 
results are tabulated and analyzed, a 
probable course of action should be 
apparent. In this connection I might 
say that I have discovered that one 
might confidently put all clients into 
two classes. In one group are those 
who say, “Apparently we are not get- 
ting by. What shall we do?” In the 
other group are the ones who say, 
“Well, that proves how stupid the gen- 
eral public is.” It has always struck 
me as an expensive and futile gesture 
to do research if it has no other end 
than that of confirming an existing im- 
pression that the public is dumb. The 
average man who quotes public opinion 
to me seems to want to prove a point 
or win an argument. What he means, 
although he won’t admit it, is that six 
other members of the Union League 
Club and two newspaper editorials 
agree with him. But there really is 
such a thing as public opinion. It may 
at times seem uninformed or mis- 


representative of 
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informed, but it is there and it exerts 
a powerful influence on business as well 
as politics. 

~~ 


PUBLICITY TO MEET THE NEEDS 
OF TODAY 


By Col. Eliot H. Thomson, Publicity 
Manager, Washington Loan and Trust 
Company, Washington, D. C. 


Our publicity, whether it be advertis- 
ing, press releases, news stories, radio 
or direct mail, should be attractive, at- 
tention-compelling, command reader in- 
terest, arouse desire and stimulate ac- 
tion. 

The first essential is timeliness. Com- 
mercial loans at seasons when mer- 
chants are laying in stock; F. H. A. 
Title One loans in spring and fall; 
travelers’ cheques and letters of credit 
in the spring months; real estate and 
insured mortgage loans almost any old 
time, while safe deposit gets best atten- 
tion in spring and fall. Surprising to 
say my bank has found summer the 
most productive of fiduciary business. 
While deposits are not so eagerly 
sought now, we can’t afford to allow the 
public to forget that the only safe and 
sensible place to keep their money is 
in our bank. Newspaper stories con- 
tinue to tell of money lost or stolen 
from people who haven’t learned that 
lesson yet. 

Persistency is another essential of 
successful and result-producing pub- 
licity. We’ve been scraping our chins 
every morning for years but the effect 
doesn’t last. We still have to shave. 
Advertising is like that. It’s a matter of 
repetition. Of convincing a man once 
and convincing him again. Say it! Re- 
peat it! Then say it again! The human 
mind wabbles. Keep it wabbling your 
way. Persistent publicity pays! 

Now, because the banks are custodian 
of the public’s money and reservoir 
from which they draw both cash and 
credit, everything pertaining to them is 
of vital interest to the community and 
news of them and of their officers be- 
comes a matter of interest. 

Newspaper publishers apparently 
recognize that more than the bankers 
themselves and seem always willing to 
give news space to stories of the doings 
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of bank officials and of their activities, 
not only in banking matters but in their 
relations with civic affairs. Along the 
latter line, publicity is particularly de- 
sirable because it shows the active part 
that these supposedly selfish individuals 
are taking in promoting the public wel- 
fare. 

Sport news of bankers always seems 
to create favorable reactions on the 
part of the public and helps to create 
the impression that we are “regular 
fellows” after all. 

Another line often neglected by banks 
is the opportunity for a good story 
when the will of a prominent or 
wealthy person is probated. First, it 
is important to see that the bank or 
trust company named as_ executor 
and/or trustee is mentioned and to em- 
phasize the trusteeship particularly. 
The newspaper men like this and the 
public read such news with avidity. 

One more point I want to stress—the 
average person, business man or banker, 
has little thought of news value. So 
our bank publicity man or public re- 
lations man must have a keen scent 


for news of his own personnel, compre- 


hension of the psychological effect of 
what is published and close contact 
with the newspaper fraternity. 


HOW BANKS CAN HELP THEIR IN- 
DUSTRIAL CUSTOMERS THROUGH 
RESEARCH LABORATORIES 
By Bert H. White, Vice-President, 
Liberty Bank of Buffalo, N. Y. 


GETTING new business today is no push- 
over, and holding what you already 
have is quite often more than a man- 
size job. Anything that will build 
good-will for your bank, day in and 
day out, surely merits attention. 

From this standpoint, I would like 
to discuss our Research Advisory Serv- 
ice. The service came into being in 
answer to one question—“What can be 
done to overcome the prohibitive cost 
of research for the company that needs 
it, appreciates its value, but cannot 
afford to have it?” 

When a problem does develop, what 
does this manufacturer do? Too often, 
he goes out into the shop, gets into a 
huddle with his key men, spends time 
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and money trying first this and then 
that in his sincere effort to whittle out 
a solution. He doesn’t realize that he 
may be working on something already 
solved by others at a great expenditure 
of time and money, and very often that 
is exactly what has happened. What 
a pitiful economic waste—but also, what 
a splendid opportunity for constructive 
service. 

Couldn’t something be done about it? 
Something was done. Today, the Re- 
search Advisory Service is backed by 
the enthusiastic codperation of over 
seven hundred laboratories in every 
conceivable field of activity here and 
abroad. 

We have classified these codperating 
individuals as to the type of work they 
are most proficient in and the kind of 
problems that should be directed their 
way. 

With so many new and wonderful 
developments in the offing, the 1938 
banker cannot be expected to maintain 
the same close personal relationship 
with the manufacturer’s business as did 
his predecessor, nor is it necessary that 
he should. But this new step of main- 
taining a Research Advisory Service 
brings the banker closer to his old 
place of usefulness. 

Permit me to lay stress on one point 
that I am constantly harping on to our 
boys. The bank itself does not advise 
on any problems. That would be 
breaking faith. We have promised 
competent counsel and all the informa- 
tion we obtain for our customers is 
from sources well qualified to know the 
answers. We have no intention of en- ' 
gaging in research work ourselves. We 
do not have chemists or engineers on 
the bank payroll, nor do our officers 
pretend to understand the complica- 
tions of industrial research. Banking 
has quite enough problems of its own. 
We tell our customers that we are ex- 
ponents of intelligent ignorance. We 
know nothing about the answers to their 
problems which may, for instance, have 
to do with materials, machinery, pack- 
aging, or merchandising. But we be- 
lieve we do know definitely who should 
have that answer, if there is an answer. 

Now we no longer go in as we did, 
with just the old glad hand, the cheer- 
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ful smile, chatter a bit, and leave with 
the threadbare, “Now don’t forget, 
anything we have is yours for the ask- 
ing.” Instead, we try to give the manu- 
facturer something that will help him. 
We start talking about research and tell 
him what the service is doing for others 
—what it can do for him, What hap- 
pens from then on varies. Sometimes 
it is a trip through the plant, in which 
case, if it is a present customer, the 
officer in charge learns things about 
the manufacturer’s business without 
snooping. Sometimes we get leads for 
our trust or travel departments. 

The service has aided us in augment- 
ing our new business department with 
our highest salaried men. Officers are 
willing to do customer cultivation work 
which they wouldn’t previously bother 
with because there is new a purpose 
behind the call. They carry a message 
of vital interest to the manufacturer. 


~ 


PUBLIC RELATIONS TO MEET THE 
NEEDS OF TODAY 


By Harold P. Klein, Assistant Vice- 
President, Iowa-Des Moines National 
Bank and Trust Company, 

Des Moines, Iowa 


Tus discussion is not an attempt to 
outline a public relations program. In 
a few minutes it is impossible to sug- 
gest complete policies and practices for 
a bank that will merit public approval. 

But during recent months a few new 
ideas have been tried. Banks have not 


used them generally. It is of these I 
speak rather than the broad term pub- 
lic relations. 

The American Bankers Association 
this year encouraged the use of custom- 
ers’ forums at three regional conference 
meetings. The first of these was held 
last February in Des Moines where 
forum meetings are well known. 

We arranged to hold the meeting at 
the Shrine Auditorium the closing night 
of the conference. Music was presented 
for those who. wanted to come early by 
the Argonne Post of the American Le- 
gion Band. At 8:00 o’clock the meet- 
ing was called to order by the president 
of the Clearing House after which two 
brief numbers were sung by the Capella 
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choir of Drake University. The. presi- 
dent of the American Bankers Associa- 
tion, Orval W. Adams, was next pre- 
sented to the crowd. A few brief re- 
marks by Dr. Harold W. Stonier, execu- 
tive manager of the A. B. A., were then 
in order. Then followed the address 
of the evening by Adam S. Bennion, 
assistant to the president, Utah Power & 
Light Company, Salt Lake City, Utah, 
with his delightfully interesting and in- 
formative talk: “Come Now, and Let 
Us Reason Together.” He spoke elo- 
quently and convincingly of what a job 
banking was doing for the average per- 
son and of the human beings who were 
labeled bankers. He presented an 
opinion from outside the banking field 
and the 2500 people in attendance re- 
sponded enthusiastically when his talk 
had been completed. No attempt was 
made to throw the meeting open for 
questions. 

We believe that the public reaction 
to this forum was good. Many of our 
customers came to us following the pro- 
gram and spoke highly both of the 
meeting and the speaker. The news- 
papers gave generous and excellent 
press reports and we believe that the 
2500 people hearing Dr. Bennion rea- 
son from the layman’s viewpoint had 
a better understanding of banks and 
bankers. 

Two additional conferences were held 
at Indianapolis and Oklahoma City and 
at both conferences customers’ forums 
were held. At Indianapolis the musical 
attraction was a boys’ band and the 
speaker, Merle Thorpe of “Nations 
Business.” The attendance there was 
approximately 2500. At Oklahoma City 
the musical feature was Joseph Bento- 
nelli, opera star, and the speaker again 
was Dr. Bennion. An attendance of 
approximately 5000 was reached. 

In June, 1938, a similar meeting was 
held at Salt Lake City at which the 
musical attraction was Deanna Durbin. 
young motion picture star, with Merle 
Thorpe the speaker. The audience, in- 
cluding the overflow which could not 
he accommodated in the huge Mormon 
Tabernacle numbered about 20,000. 

During the week of September 19 the 
Wisconsin Bankers Association held 
similar public meetings in connection 
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GEORGE 0. EVERETT 


President of the F. A. A. and assist- 

ant vice-president of the First Citi- 

zens Bank and Trust Company, 
Utica, N. Y. 


with five of the group meetings of the 
association. They were held at Apple- 
ton, LaCrosse, Madison, Marshfield and 
Waukesha. John Carter, radio star 


and tenor of the Metropolitan Opera 
Company, was the musical attraction for 


all five meetings. The attendance at 
these meetings was: Appleton about 
1600, Marshfield about 1200, LaCrosse 
about 1500, Madison about 4200, and 
Waukesha about 1500. William A. Ir- 
win, assistant educational director of 
the American Institute of Banking, was 
the speaker on each program. 

The cumulative effect of good will 
resulting from these forum sessions 
must be substantial but think how much 
better banking would be understood if 
these forums were spread to hundreds 
of cities throughout the entire country. 
I recommend this type of program. 

If you are looking for an idea on 
how better to acquaint your directors 
with the daily operations within your 
bank I refer you to the article “Open 
House for Directors” in the September, 
1938, issue of Trust Companies. Ed- 
ward G. Miner, a director of the 
Lincoln-Alliance Bank and Trust Com- 
pany of Rochester, New York, describes 
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Preston Reed for the 


STEPHEN A. FIFIELD 


First vice-president of the F. A. A. 

and assistant vice-president of the 

Barnett National Bank, Jackson- 
ville, Fla. 


the unique program employed by this 
bank. I think a high-light of this open 
house was that work so far as possible 
was suspended at three o’clock in the 
afternoon, employees returning at eight 
o’clock in the evening to complete their 
day’s work. The directors having 
started at five o'clock at one of the 
downtown branches were shown the 
operations of their small loan depart- 
ment, had dinner at the main office and 
then began a tour of the main office 
bank where they found employees at 
their respective posts. 

Dick Wells, State Planters Bank and 
Trust Company, Richmond, Virginia, 
has also done an outstanding job in 
obtaining codperation from newspapers 
on publicity. During the year 1938 
up to October 27, newspapers have car- 
ried 1366 inches of stories about his 
bank, having an advertising space 
value, alone, of $1848. 

There are undoubtedly many more 
new ideas used recently by members 
of this association. I suggest that you 
write them up and pass them on to 
Bulletin. The 
examples which I have mentioned can 
be put to use in your city, in your own 
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©Straus Portrait, St. Louis 
VICTOR CULLIN 


Third vice-president of the F. A. A. 

and assistant secretary of the Missis- 

sippi Valley Trust Company, St. 
Louis, Mo. 


bank. They are not stunts or mediums 
of propaganda. Rather they are parts 
of programs that help to give facts 
about banking in a convincing and ef- 
fective manner. They are simply 
“means by which the truth is revealed, 


not concealed.” 
o~ 


ADVERTISING TO MEET THE 
NEEDS OF TODAY 


By Merrill Anderson, President, The 
Merrill Anderson Company, New 
York, New York 


AMERICA is confused in regard to 


economic matters. People want leader- 
ship and will accept it when it is inter- 
esting, understandable, convincing. 
The trend toward broadening and 
popularizing bank services continues at 
an even more rapid pace. To reach 
this wider group, use the media they 
like, even if you don’t. Don’t be 
handicapped by habit. Methods that 
were effective in reaching upper income 
groups will not sell small loans. Re- 
member that in appealing to the lower 
income groups you may alienate some 
of the higher income groups; weigh the 
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ROBERT J. IZANT 


Second vice-president of the F. A. A. 
and vice-president of the Central 
National Bank, Cleveland, Ohio. 


possible gains and losses now and then. 

Third, institutional advertising is 
just as much needed as ever. 

Fourth, banks allow too much adver- 
tising to be sold to them, instead of 
buying what they need on their own 
initiative. 

Fifth, still more extensive efforts 
must be made to create loans of a 
sound and desirable nature. People in 
other lines of business offer tangible 
proposals for the use of their products 
instead of inviting people to come in 
and turning down those unwanted. 

Sixth, be sure that any promises 
made in advertising are kept. If you 
can’t keep them, stop making them. 

Apart from these points, I’ve noticed 
a pronounced change among many of 
the men who direct advertising for 
banks. They are expressing themselves 
much more vigorously than they were 
a few years ago. They feel positive that 
in asking for funds to do a live, com- 
pelling job of selling banking to 
America, they are pointing to a neces- 
sity, not a decorative luxury. They 
feel that time of itself is NOT going 
to cure the bankers’ present situation; 
that a concerted effort is essential; that 
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FRED W. MATHISON 


Treasurer of the F. A. A. and assist- 
ant vice-president of the National 
Security Bank, Chicago, Ill. 


banks owe it to their stockholders, the 
public, and to America itself, to give 
more and better publicity to their 
banks’ work and policies. 
NEW F. A. A. OFFICERS AND 
DIRECTORS 


At the annual business meeting of the 
Financial Advertisers’ Association in 
convention at Hotel Texas, Wednesday 
noon, November 2, 1938, George O. 
Everett, assistant vice-president, First 
Citizens Bank and Trust Company, 
Utica, New York, was elected president 
to succeed William H. Neal, vice-presi- 
dent of the Wachovia Bank and Trust 
Company, Winston-Salem, N. C. 

Stephen H. Fifield, assistant vice- 
president, Barnett National Bank, 
Jacksonville, Florida, was elected first 
vice-president; Robert J. Izant, vice- 
president, Central National Bank, 
Cleveland, Ohio, was named second 
vice-president; and Victor Cullin, assist- 
ant secretary, Mississippi Valley Trust 
Company, St. Louis, Missouri, was 
chosen third vice-president. Fred W. 
Mathison, assistant vice-president, Na- 
tional Security Bank, Chicago, Illinois, 
was re-elected treasurer. 
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PRESTON E. REED 


Executive vice-president of the 
F. A. A. 


The following were named directors 
of the Association: Roy H. Booth, Jr., 
National Shawmut Bank, Boston, Mass.; 
Granville Bourne, Nashville Trust Co., 
Nashville, Tenn.; Miss Dorcas Camp- 


bell, East River Savings Bank, New 
York City; Merrill J. Campbell, Marine 
Trust Co., Buffalo, N. Y.; J. F. Corne- 
lius, First National Bank, Spokane, 
Washington; John J. Harris, Fenner and 
Beane, New York; Clifford DePuy, 


Northwestern Banker, Des Moines, 
Iowa; Clyde O. Draughon, Merchants 
National Bank, Mobile, Ala.; Lewis F. 
Gordon, Citizens & Southern National 
Bank, Atlanta, Ga.; J. Lewell Lafferty, 
Fort Worth National Bank, Fort Worth, 
Texas; John J. McCann, Jr., National 
Savings Bank, Albany, N. Y.; William 
H. Neal, Wachovia Bank & Trust Co., 
Winston-Salem, N. C.; Chester L. Price. 
City National Bank & Trust Co., Chi- 
cago, Ill.; R. P. Purse, The Purse Com- 
pany, Chattanooga, Tenn.; G. L. Spry, 
The Canada Trust Co., London, Ont., 
Canada; Richard H. Wells, | State- 
Planters Bank & Trust Co., Richmond, 
Va. 

At the close of the convention, it was 
announced that the 1939 meeting would 
be held at Toronto, Canada. 
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BOOKS for BANKERS 


BanK ACCOUNTING AND AupiIT CONTROL. 
By James E. Potts. New York: 
Bankers Publishing Company. 1938. 
Pp. 202. $4.00. 


A HAPPY combination of a unique ap- 
proach to the subject and an extremely 
lucid style gives this book a complete- 
ness and clarity far above the average. 
Breaking with the traditional and often 
meaningless custom of division by 
chapters, the author has used the most 
logical approach to the problem of bank 
accounting, the bank statement, as the 
controlling pattern of his work. Mr. 
Potts takes the statement of a typical 
large bank, as published at the call 
of the Comptroller of the Currency and 
first breaks it down into a more de- 
tailed list of accounts. He then traces 


each account back to the transactions 
which gave rise to it and studies the 
accounting procedure involved and the 
audit control factors which may be ap- 


plicable in each case. The result of 
this system is that each division of the 
work is adequately covered and each is 
where it can quickly be found. 

Mr. Potts, as auditor of the First Na- 
tional Bank of Boston, obviously knows 
his business, and what is even more 
important in the case of an author, he 
knows how to explain it. Most of the 
material for the book was originally 
assembled as the basis of a course of 
lectures to students in the American In- 
stitute of Banking. 

The volume is generously illustrated 
with sample accounting and audit con- 
trol forms. It should be of real value 
not only to students but to comptrollers, 
auditors, bank examiners, public ac- 
countants, and bank executives. 


NaTIoNAL Bank Fattures anp Nown- 
Fartures. By Horace Secrist. Bloom- 
ington, Indiana: The Principia Press, 
1938. Pp. XIX-309. $4.50. 

Tuts book is a study of some 750 banks 

which failed in 1925, 1929, 1930, 1931 

and 1932, and, as a check against these 
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banks, it also covers 111 banks which 
did not fail during these years. The 
object of this study is, of course, to dis- 
cover, if possible, at least some of the 
reasons for these failures and to ascer- 
tain if there are ways and means of 
determining in advance when a bank is 
in danger of failure. 

The author points out that certain 
rule of thumb criteria have been em- 
ployed in the past as a means of judging 
such matters. For example, it has been 
said that total capital funds should at 
all times be in excess of 10 per cent. 
of deposits and that total deposits 
should not be greater than 60 per cent. 
of the total resources. This study in- 
dicates that there is no basis of fact for 
these opinions. 


While the author finds that there is 
no infallible way of determining which 
banks are likely to fail, nevertheless he 
developes certain criteria which are 
valuable in forecasting the future of 
banks. They include such factors as: 
the trends of total resources, total de- 
posits, total loans and discounts; the 
ratios of total loans and discounts to 
total deposits, of total capital funds to 
total deposits, of total capital funds to 
total liabilities. The author presents 
the statistical analyses by which he 
reaches certain conclusions in regard to 
these factors and illustrates his exposi- 
tion with many charts. 


It may be questioned, perhaps, 
whether the conclusions which he has 
reached in regard to banking experience 
in the years covered are fully valid now 
due to changed conditions in the bank- 
ing field. There is no question, how- 
ever, but what this volume has great 
value for it makes possible a much 
clearer understanding of the causes of 
bank failures and should put a banker 
on guard against trends which, in the 
past, have caused difficulty, and which 
again may serve as a warning which, 
if taken in time, may prevent a bank 
from experiencing serious trouble. 
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NEWS DIGEST 


This department presents a compact ‘review of newsworthy developments in the banking 
field during the past month. The news, obtained from many sources, has been carefully 
condensed and arranged by topics. 


Anniversaries 


q The completion of a half century of 
service to the community was celebrated 
on October 22 by the Cherokee (lowa) 
State Bank. During that period capi- 
tal has increased from $25,000 to $120,- 
000 and surplus is now $70,000. E. D. 
Huxford, first as cashier and later as 
president, has directed the institution 
throughout its history. Mr. Huxford 
has served as president of the Iowa 
Bankers Association and as vice-presi- 
dent of the state bank section of the 
American Bankers Association. 


q The First National Bank of Lake 
Linden, Michigan, recently celebrated 
the 50th anniversary of its founding in 
1888. Ray W. Armstrong is president 


of the bank. 


Associations 
q Miss Mildred Roberts, assistant 


cashier of the Citizens National Trust 
and Savings Bank of Los Angeles, Cali- 
fornia, took over the office of president 
of the Association of Bank Women at 
a dinner at the conclusion of the asso- 
ciation’s 16th annual convention at 
Houston, Texas, on November 19. The 
ceremony included the presentation of 
an ivory and gold gavel, in commemo- 
ration of the devoted services rendered 
the organization by the late Miss Mina 
M. Bruere, assistant secretary of the 
Central Hanover Bank and Trust Com- 
pany of New York. Miss Bruere was 
a founder and past president of the as- 
sociation. 

Other officers of the association in- 
clude: 

Vice-president, Miss Emma E. Claus, 
secretary-treasurer, Bankers Trust Com- 
pany, Gary, Ind.; recording secretary, 
Mrs. Zillah M. Pirie, pro-manager, 
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California Bank, Ocean Park office, 
Ocean Park, Calif.; corresponding sec- 
retary, Miss Lillian C. Hage, assistant 
cashier, Bank of America N. T. & S. A., 
Los Angeles, Calif., and treasurer, Miss 
Ann Burton, vice-president, Scarsdale 
National Bank and Trust Company, 
Scarsdale, N. Y. 

Speaking before the convention, Lil- 
lian O’Connel, president of the First 
National Bank at Coalgate, Okla., spoke 
in favor of installment financing as hav- 
ing given “us a broader opportunity 
for service to our community.” She 
termed it a good-will builder and a 
source of new contracts. 

Mary G. Roebling, president of the 
Trenton (New Jersey) Trust Company, 
warned the women bankers against giv- 
ing investment advice to their custom- 
ers. Other speakers were Wilma S. Le- 
Van, president of the Union Savings 
Bank and Trust Company at Steuben- 
ville, Ohio, and Minnie Phalen of the 
United States National Bank at Omaha, 
Nebraska. 


q The Chamber of Commerce of the 
State of New York at its monthly meet- 
ing, November 3, enthusiastically 
adopted a report of its committee on 
finance and currency which appealed to 
President Roosevelt and the present ad- 
ministration to stop further buying of 
silver by the Treasury on the grounds 
that such a program was a burden to 
the taxpayer and produced no economic 
benefit. 

Philip A. Benson, chairman of the 
committee and president of the Dime 
Savings Bank of Brooklyn, declared: 


“If the people of this country are 
made familiar with the facts, they will 
issue a mandate to their representatives 
in Congress that the act must be re- 
pealed.” 
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GA barn party was held at Boston’s 
Hotel Somerset by the Boston Chapter 
of the American Institute of Banking 
on Friday, November 18. Over 500 
turned out for the informal affair at 
which a live cow, chickens, pigs, and 
geese roamed the ballroom at will. A 
candid camera contest also featured the 
occasion. 


@ Officers of the National Association 
of Bank Auditors and Comptrollers 
elected at the close of their convention 
at Houston, Texas, on November 16, 
are: 

President: E. G. Armstrong, comp- 
troller, Commerce Trust Company, 
Kansas City, Mo. 

First vice-president: J. W. Massie, 
auditor, Republic National Bank, Dal- 
las, Texas. 

Second vice-president: Charles Z. 
Meyer, auditor, First National Bank, 
Chicago, Ill. 

Secretary-treasurer: Cecil W. Borton, 
auditor, Irving Trust Company, New 


York, N. Y. 


Banker-Farmer 
q Plans have been worked out by the 


agricultural committee and the council- 
men of the Iowa Bankers Association in 
a joint meeting for finding a more effi- 
cient method of making farm ap- 
praisals. The work will be done with 
the codperation of the extension divi- 
sion of the Ames Agricultural College. 


q A 7-point program has been adopted 
by the Committee on Agriculture of the 
Oregon Bankers Association. It recom- 
mends that bankers: 

1. Survey and study the farming 
problems of their communities. Co- 
operate with their farmer customers in 
developing and carrying out a definite 
program for the improvemnet of farm- 
ing methods and quality of livestock. 

2. Encourage farm boys and girls to 
engage in definite agricultural projects. 

3. Accept opportunities to speak on 
banking topics before meetings of senior 
farmer organizations. 

4. Call regularly on their county agri- 
cultural agents, county 4-H Club leader, 
Future Farmer advisors, and officers of 
senior farmer organizations, and re- 


THE BANKERS MAGAZINE for December, 1938 


quest Suggestions as to definite projects 
through which you may assist in their 
programs. 

5. Seek opportunities to assist in find- 
ing sponsors for 4-H Club and Future 
Farmer projects. 

6. Attend 4-H Club shows, county 
fairs, and chapter meetings of Future 
Farmers of America. 

7. Codperate with other bankers in 
their counties or groups in making ar- 
rangements for farmer banker meetings 
or picnics, and agricultural inspection 
tours. 


Bank Money Orders 


q For those people who do not wish to 
keep a small checking account, the 
Commercial National Bank of Charlotte, 
North Carolina, has adopted what it 
calls a “check register” system. Under 
this system the customer signs his own 
name to the check, paying the bank 
the face amount plus a charge of ten 


cents per check for any amount up to 
$100. 


Buildings 


q An increased volume of business has 
made it necessary for the First National 
Bank of Mt. Vernon, Mo., to plan ex- 
tensive alterations of its present build- 
ing. The whole front of the building 
is to be remodeled and the work is be- 
ing done by S. E. Dobbs of Springfield, 
Mo. 


Insulated glass bricks have been used 
in the buiding of the Citizens Indus- 
trial Bank of Austin, Texas, for the dual 
purpose of admitting plenty of light 
and excluding heat. The glass bricks, 
a product of the Owens-Illinois Glass 
Company, aid in the efficient operation 
of the bank’s air-conditioning equip- 
ment. 


@ The Kanabec State Bank of Mora, 
Minn., celebrated the enlarging of its 
banking quarters on October 29 by 
holding an open house from 1:00 to 
4:00 p. m. Three new rooms were 
added by the alterations, the main 
bookkeeping space was increased, and 
more teller’s windows were provided. 
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q A building permit calling for an ex- 
penditure of $10,000 has been issued 
to the Security Trust and Savings Bank, 
San Diego, California. The bank is re- 
modeling its present building at 502 
University Street. 


q A completely modernized building is 
being planned for the Hillcrest State 
Bank, Dallas, Texas. The bank’s new 
home will be of structural glass with 
windows of glass bricks and trim of 
silver-white aluminum. Features of the 
building, which is now well on its way 
to completion, include air-conditioning 
and an auto cashier’s window at the 
rear of the building. 


@ The First National Bank of Santa Fe, 
New Mexico, is spending $10,000 re- 
modeling its lobby and working space, 
according to an announcement made by 
President Paul Walter. Metal is being 
substituted for wood wherever possible. 
Walls are to be sound-proofed and rub- 
ber tiling will cover the present marble 
floor. 


q In commemoration of the 75th year 
of its founding, the: First National Bank 
of Cincinnati, Ohio, on November 17 
opened the doors of its handsomely re- 
modeled building at Fourth and Wal- 
nut streets. The bank is both the oldest 
national bank in Ohio and the eighth 
oldest bank in the country still operat- 
ing under its original charter. 

Complete modernization of decora- 
tions and equipment marks the build- 
ing. The safe, one of the largest in the 
country, is secured by a 50-ton door. 
One strange by-product of the modern- 
ization was the reopening of a quarry 
at Redstone, New Hampshire, closed 
for twenty years, to supply granite to 
match that used when the building was 
first constructed. 


GA modernization program for the 
Burbank (Calif.) branch of Bank of 
America has been announced by Branch 
Manager J. L. Hey. New vaults, safe 
deposit facilities, and additional office 
space will be included. The total cost 
of the improvements is estimated at 


$30,000. 
@ The Salamanca (New York) Trust 


Company has acquired a new building 
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which will be remodeled into modern 
banking quarters at a cost of upwards 


of $75,000. 


q The Northern Bank, Milwaukee, Wis- 
consin, has purchased the building of 
the closed Sherman Park State Bank 
from the stockholders and will install 
new vault doors and safe deposit vaults 
before moving into the new quarters in 
January. 


q Two banks and a building and loan 
association are being housed in a single 
completely remodeled building in 
Franklin, New Hampshire. The Frank- 
lin Savings Bank, the Franklin National 
Bank, and the Franklin Building and 
Loan Association will share quarters in 
a completely modernized building. En- 
tirely new fixtures including the latest 
in metal furniture have been installed 
by the banks and private offices have 
been provided. Air conditioning and 
the new low, open style counters have 


been provided. 
q The First National Bank of Kissim- 


mee, Florida, has awarded a construc- 
tion contract for a new building, ac- 
cording to an announcement made by 
W. C. Carter, vice-president of the in- 
stitution. Mr. Carter states that the new 
building will be ready for occupancy 
about January 1. 


Building and loans 


q It is possible that the number of new 
homes built this year will be 50,000 
above 1937, according to John H. Fahey, 
chairman of the Federal Home Loan 
Bank Board, in an address before the 
annual convention of the United States 
Building and Loan League, at Chicago 
November 18. He pointed out that 
within the last few months the pace of 
building has been faster than at any 
time since 1929. 

“The housing needs of the country 
are not confined to our large cities al- 
though the conditions in metropolitan 
areas are usually the center of atten- 
tion,” said Mr. Fahey. “Most of our 
urban homes have to be supplied in 
the cities of medium size and in the 
smaller communities. From year to 
year 75 per cent. and more of the build- 
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ing of one and two family houses is in 
communities of 100,000 population and 
less and about 65. per cent. of this vol- 
ume in towns of 25,000 and less. There 
is a very great home shortage in these 
centers and home building in these 
areas, inconspicuous as it may be in in- 
dividual communities, represents the 
largest part of urban housng construc- 
tion. 

“There is no good reason why families 
with annual incomes of $1200 to $1400 
and even less than $1000 in the smaller 
cities and towns cannot be taken care 
of amply by private enterprise if it will 
set itself to the task. It is being done 
already in many sections and is becom- 
ing general.” 

Declaring that the building and loan 
associations have to face the organized 
hostility of a group which does not 
think the poor man should buy a home, 
E. C. Baltz, Washington, D. C., presi- 
dent of the United States Building and 
Loan League, told the league’s conven- 
tion that unless people with incomes of 
less than $3000 a year can own homes, 
the future of all private ownership is 
threatened. 

Mr. Baltz, who heads a $48,000,000 
savings, building and loan association 
in Washington, told the thousand dele- 
gates to the convention from all over 
the country that they could not, how- 
ever, make much progress in selling 
home ownership until they have per- 
suaded “our taxing authorities that the 
most fatal barrier to home ownership 
is the heavy contribution which owners 
have to make to the public revenues.” 

“Taxes are far more important as a 
deterrent than interest rates, length of 
loan terms, down payments or anything 
else which is looked upon as a possible 
barrier,” he said. 

Clarence T. Rice, Kansas City, 
Kansas, was elected president of the 
United States Building and Loan League 
at the final session at the Palmer House, 
succeeding E. C. Baltz, Washington, 
D. C. Mr. Rice is president of the 
Anchor Building, Savings and Loan As- 
sociations of Kansas City. 


GA total of $4,073,000 in new loans 
made is reported to the credit of all 
New York State building and loan as- 
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‘sociations for the month of September 


by the Federal Home Loan Bank ‘Board. 

“The rise this year in demand for 
funds from savings and loan. associa- 
tions over the country indicates that the 
public is relying more than ever on 
such institutions for home financing,” 
the board said in a communication to 
President George L. Bliss of the Federal 
Home Loan Bank of New York, which 
serves thrift and home-financing insti- 
tutions in New York State. 


q Building and loan associations al- 
ready in existence can supply the 
mechanism for financing intermediate 
low-cost housing and no new machinery 
need be set up, said Morton Bodfish, 
executive vice-president of the United 
States Building and Loan League, in a 
telegram to President Roosevelt at the 
White House last month, 

Commenting on his telegram, Mr. 
Bodfish said that the financing gap the 
President, in one of his press confer- 
ences, said existed could be filled by the 
funds of the thousands of building and 
loan associations throughout the nation. 
The President had announced in his 
press conference that the section of the 
population that can pay from $5 to $10 
a month per room for its housing was 
the group that had not yet been taken 
care of and it is just this group that 
Mr. Bodfish in his communication to 
the White House stated the 6000 exist- 
ing building and loan associations were 
caring for and were capable of caring 
for. 


q A new ruling by the Federal Home 
Loan Bank Board now permits the di- 
rect merging of a state chartered sav- 
ings and loan association with a Fed- 
eral association. The new provisions 
were explained in an announcement 
accompanying the ruling by Dr. Emery 
J. Woodall, who said: 

“Supposing the XYZ State Associa- 
tion seeks to merge with a Federal 
association. Under the previous laws, 
it would have to convert from a State 
charter to a national charter to become 
XYZ Federal association. 

It then would make plans to merge 
with the larger existing Federal, such 
as ABC Federal association. XYZ 


association may now merge directly 
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with ABC Federal, thus eliminating the 


second step.” 


Business conditions 


G Returning from South America re- 
cently aboard the American Republic 
liner Pan America, President John B. 
Glenn of the -Pan American Trust 
Company enthusiastically reported a 
growing demand for American goods 
on the part of our southern neighbors. 
Mr. Glenn declared: 

“This growing demand has been 
brought on by three deciding factors: 
the good neighbor policy, general un- 
certainty over the European situation, 
and the fact that America, which here- 
tofore has been indifferent in trading 
activities with South America, has now 
become interested in the Latin American 
markets.” And, he added, “South 
America also has a definite preference 
for United States goods because of their 
superior quality.” 

Despite the presence of super-powered 
Italian and German propaganda, Mr. 
Glenn said, there is little danger of a 
wholesale epidemic of Fascism in South 
America. About these countries he re- 
marked, “It seems to me that they would 
rather have the friendship of the United 
States than that of the totalitarian gov- 
ernments.” 


q Despite the recent upward trend the 
nation’s business men are still skeptical 
and conservative in the plans for the 
future, according to a report appearing 
in the November letter of the National 
City Bank of New York. 

“We have reserved for a concluding 
comment a fact reported by many ob- 
servers of the business situation, namely, 
that business sentiment has not shown 
improvement equivalent to the rise in 
the business indexes,” says the letter. 
“Unquestionably many business men 
are depressed by the thin and uncertain 
margin of profit whica they can obtain, 
and which is emphasized by the third 
quarter reports summarized elsewhere 
in this letter. It is natural and correct 
to judge whether business is good or 
bad by whether it is profitable or not, 
for unless it is profitable there is not 
much inducement to go ahead with new 
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investments in plant and productive 
facilities, which have always represented 
a great proportion of the business of 
this country.” 


Changes 


q The last independent bank in Napa 
County, California, the 34-year-old 
First National Bank of Napa, has been 
purchased by the Bank of America 
N. T. & S. A. of San Francisco, after 
two years of negotiations. The First 
National will be absorbed by the local 
Bank of America branch and the busi- 
ness of both will be transacted in the 
Bank of America Building. Charles 
E. Tower, president of the First Na- 
tional, will retire and the manager of 
the new branch will be Ben C. Cor- 
lett, former vice-president and cashier 
of the First National and at one time 
president of the California Bankers 
Association. 


q Citizens National Trust and Savings 
Bank of Los’ Angeles on November 7 
opened a new branch at Western ave- 
nue and Third street, transferring to 
that location the business of its old- 
est branch, which had operated for the 
past 19 years at Western and Second. 
The new quarters are in a building 
purchased by the bank last May and 
completely remodeled for the purpose. 
The modern idea of providing free 
working space for the staff has been 
adopted, with tellers’ counters  sur- 
mounted only by a low walnut-framed 
glass grill and unbroken by cages. 
W. L. Rodman, with the bank since 
1920 and manager at Western-Second 
since 1935, continues in charge at the 
new location. 


The Morris Plan Bank of Chatta- 
nooga, Tenn., has changed its name 
to the Pioneer Bank, according to an 
announcement issued by President 
George M. Clark. 

“Reasons for the change are many, 
but principally that we have outgrown 
the name, Morris Plan Bank, and wish 
to end once and for all the thought 
on the part of some people that our 
insfffution is connected in any way 
with any bank in any other city,” Mr. 
Clark said. 
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q The State Bank of Lacona, Ia., has 
entered voluntary liquidation and pay- 
ment of depositors has been started. 
The institution is a member of the 
Federal Deposit Insurance Corpora- 
tion. The Peoples Trust and Savings 
Bank of Indianola, Ia., will open a 
branch at Lacona with Charles Thom- 
ason in charge. 


q The First National Bank of Berlin, 
Wisconsin, took over the Berlin State 
Bank, a member of the Northwest 
Bancorporation, on November 30. The 
merged institutions are continuing to 
operate under the name of the First 
National, which is a unit of the Wis- 
consin Bankshares Corporation. 


q Transamerica Corporation has now 
acquired three new banks in Oregon, 
according to a report to the Securities 
and Exchange Commission. The First 
National Bank of Forest Grove, Coolidge 
and McClaine Bank of Silverton, and 
Clatsop County Bank of Seaside were 
acquired by the purchase of 90 per 
cent. or more of the outstanding stock 
of all three institutions. 


q Barclay’s Bank, D. C. & O., of 54 
Lombard Street, London, has filed ap- 
plication with the State Banking De- 
partment to establish an agency at the 
United Kingdom Government Pavilion 
on the grounds of the New York 
World’s Fair. 


Court decisions 


q The Wisconsin State Supreme Court 
ruled last month that Otto E. Hamil- 
ton, La Crosse, who became a stock- 
holder in the LaFarge State Bank when 
he was under age, cannot be held 
liable for a double assesment levied 
by the State Banking Department four 
years ago. The decision reversed a 
lower court ruling. 


q The closed Continental Bank of Bos- 
ton, Mass., has been excused from pay- 
ing a $300,000 claim by the Federal 
District Court. J. Dudley Clark 
claimed he had invested this amount 
in the bank just before it closed on 
false representations of its condition 
made by the late Terrell M. Regan, 
then president. 
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Crime 


q A $20,000 shortage has been found 
in the accounts of James H. Kelley, 
cashier of the Wewahitchka State Bank 
at Wewahitchka, Florida. Kelley, a 
former member of the State Legisla- 
ture, was bonded for $20,000. 


q Two gunmen escaped with $1800 in 
cash from the Cleveland Heights 
branch of the Morris Plan Bank of 
Cleveland, Ohio. They forced P. J. 
Perry, manager, and Miss Carol Sic- 
kel, teller, into the bank basement 


while they rifled the cash drawers. 


@ An ingenious sneak thief using a 
stick with either a hook or some sticky 
substance on it stole $2989 from a 
teller’s cage in the Society for Savings, 
Cleveland, Ohio. Shortly after the 
theft a customer discovered $440 in 
currency lying on the floor of the bank 
where the thief had apparently dropped 
it in his haste to get away. The loss 
was fully insured, officials of the bank 
stated. 


q Four Indiana bank robbers who took 
$18,000 from the Minden Bank and 
Trust Company of Minden, La., were 
sentenced recently in the Shreveport 
Federal Court. Two received terms 
in prison of fifteen years each and the 
third was given ten years. The latter 
codperated with officers in recovering 
the loot. 


q An indictment charging conspiracy 
and misappropriation of bank funds 
was returned in November by a Fed- 
eral Grand Jury against John L. 
Lotsch, chairman of the defunct Fort 
Greene National Bank of Brooklyn, 
New York, and William O. Sevecke, 
cashier. It is alleged that the officers 
through “false and fraudulent repre- 
sentations with respect to collateral 
which had little value” obtained bank 
loans totaling $350,000. The col- 
lateral consisted of warehouse receipts 
for whisky imported from Havana, 
Cuba, which “falsely” was represented 
as being four years old. 


@ Three overall-clad bandits robbed 
the Peoples National Bank of Clinton- 
ville, Pa., of $3000 on November 4 
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and escaped in an automobile. Bank 
employees were forced at gun point 
to lie down on the floor while the 
robbers scooped up cash from drawers 
in the tellers’ cages. 


q Dr. Fritz Moritz Warburg, former 
head of the famous Hamburg banking 
house of M. M. Warburg & Co. and 
brother of Felix Warburg, head of 
Kuhn, Loeb & Co. until his death last 
year, was among the prominent Jews 
arrested during the round-ups in Ger- 
many last month, according to re- 
ports reaching the New York Times. 
Dr. Warburg had only just returned 
from Sweden bound on a charitable 
mission when the new wave of Nazi 
persecution of the Jews broke out. At 
59, the youngest of the Warburg 
brothers, he was at one time German 
financial agent in Sweden, and before 
Hitler came into power his banking 
house was represented on the board 
of the German Reichsbank. Since last 
May, Dr. Warburg’s only activity in 
Germany had been charitable work. 


@ John F. McGiness, 19-year-old sus- 
pect in the $1700 robbery November 
7 of the Junction City (Ohio) Bank- 
ing Company, was arrested November 
10 near Lancaster. According to the 
police, he has admitted participating 
in the holdup and driving the auto- 
mobile in which the bandit trio es- 
caped. 


@ Charles J. Hayford, former mayor 
of Laconia, New Hampshire, and for- 
mer president of the New Hampshire 
Bankers Association, is free in $2000 
bail after having been arraigned on 
charges of embezzling $1600 from the 
Laconia National Bank of which he 
was cashier until his retirement a short 
time ago. The warrant for Hayford’s 
arrest was issued on complaint of a 
national bank examiner. 


@ Cleverly masquerading as State 
troopers, two bandits halted a mes- 
senger of the Citizens State Bank of 
Newcastle, Ind., on November 18, and 
robbed him of a $60,000 payroll. By 
sounding a siren, the bandits made the 
messenger pull over to the curb, 
robbed him and then left him hand- 
cuffed to the steering wheei after cut- 
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ting the ignition wires to halt pur- 
suit. 


@ Clay Dale Grimes, 35, who pleaded 
guilty to robbing an Ohio national 
bank messenger of $29,000 in non- 
negotiable state warrants, September 
10, has been sentenced to 10 to 25 
years. His accomplice, Albert Den- 
ton, received the same sentence. 


q A prison guard stopped a robbery 
of the Manufacturers State Bank of 
Leavenworth, Kansas, and he didn’t 
have to do anything but enter the 
bank. 

About mid-afternoon a bandit en- 
tered the Manufacturers State Bank 
and handed the cashier a note order- 
ing him to hand over some money or 
be shot. At the crucial moment a 
guard from the nearby Federal prison 
stepped up behind the robber to have 
a pay check cashed. The holdup man 
saw the uniform and didn’t wait to 
find out what its wearer’s business 


might be. He fled. 


Deaths 


qH. Stacy Smith, senior vice-presi- 
dent of the Fidelity Union Trust Com- 
pany of Newark, New Jersey, died on 


November 7 of heart disease. Death 
came while Mr. Smith was driving his 
car in Weequahic Park, after having 
visited his horses stabled there. His 
last act was to turn off the ignition 
and put on the emergency brake. 

Mr. Smith was formerly president 
of the North Ward National Bank and 
president of the Equitable Trust Com- 
pany of Newark. With the merger 
of the Equitable with the Fidelity 
Union he became senior vice-president 
of the latter institution. 


G Austin Lewis Babcock, executive 
vice-president of the Morris Plan Corp. 
of America, died in Bronxville, New 
York, on November 7, after a linger- 
ing illness of many months. He was 
57. 

Mr. Babcock had been with the Mor- 
ris Plan Corp. of America since 1929. 
He was also president and director of 
the North America Funding Corp., di- 
rector of the Morris Plan Insurance 
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Society, Industrial Finance Corp., and 
a director of Morris Plan Banks in 
New York City, Philadelphia, Knox- 
ville, Boston, Buffalo, Worcester, At- 
lanta, Cleveland, Detroit and _ Rich- 
mond. 


G John David O’Keefe, president of 
the Whitney National Bank, New Or- 
leans, La., died on October 22 at the 
age of 74. Mr. O’Keefe began his 
career in the United States Light House 
Service and later became secretary and 


treasurer of Woodward Wright & Co. 


@ George Whitney White, president of 
the National Metropolitan Bank, 
Washington, D. C., and chairman of 
the board of the Potomac Insurance 
Co., died at his home in Washington 
on October 28. 


Gustaf L. Schneider, president of the 
Security State Bank, Sheldon, Ia., and 
one of the organizers of the Capital 
City Culvert Co., Madison, Wis., died 
October 18 at the age of 78. 


q Dr. B. F. Lyon, chairman of the 
board of the First National Bank of 
Lancaster, Texas, and a Lancaster 
leader since 1895, died October 17. 
He was active in church and Masonic 
work. 


q A cold contracted on a recent Euro- 
pean trip resulted in the death of 
Lewis Beers Curtis, vice-president and 
chairman of the executive committee 
of the Bridgeport-Peoples Savings 
Bank, Bridgeport, Conn. Before enter- 
ing banking in 1901 Mr. Curtis was a 
lawyer, publisher and manufacturer. 
Until its consolidation with the Bridge- 
port Savings Bank in 1935, Mr. Cur- 
tis was president of the Peoples Sav- 
ings Bank. 


G Alexander Kind Dixson, assistant 
vice-president of the Land Title Bank 
and Trust Company of Philadelphia, 
Pa., died on November 4 of heart fail- 
ure. He was 62 years of age. 


q Leroy McWhinney, vice-president of 
the International Trust Company of 
Denver, Colorado, died at Elko, Ne- 
vada, last month as the result of in- 
juries sustained in an automobile acci- 
dent. He was on his way to a bankers’ 
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conference with his wife at the time 
of the accident. 


q Daniel H. Murray, former president 
of the Paterson (New Jersey) National 
Bank, died last month at the age of 
66. He started with the Paterson Na- 
tional in 1892 as a bookkeeper. 
G Grover C. Rinehart, assistant cashier, 
The Northern Trust Company, Chi- 
cago, died Friday, November 11, 1938, 
following a brief illness. He had been 
associated with the bank for nine years. 
Born on October 4, 1888, in Car- 
son, Iowa, Mr. Rinehart spent two 
years in the College of Law, Drake 
University, and graduated from the 
law school of the University of South 
Dakota. He was a member of the 
South Dakota and Iowa bars. Prior 
to his connection with The Northern 
Trust Company he was associated with 
the United States National Bank of 
Omaha followed by four years of spe- 
cial work with the Federal Reserve 


Bank of Chicago. 


G Joseph J. Holland, assistant man- 
ager of the First Wisconsin National 
Bank’s safety deposit division, died 
on November 3 at the age of 69. Mr. 
Holland was business manager of the 
Merchant & Marine Bank before its 
merger with the First Wisconsin. 


@ Charles G. Wolfersberger, for 22 
years president of the Shiloh (Ohio) 
Savings Bank, died on October 1 af- 
ter a brief illness. He was 84 years 


old. 


Joe S. Boyd, vice-president of the 
Commerce Union Bank of Nashville, 
Tenn., died on November 10 at the 
age of 64. 


@ Henry Newbrugh, for many years a 
director of the First National Bank of 
Cincinnati, Ohio, died on November 
12. Mr. Newburgh was just 20 days 
short of 92 years old. 


q Kerfoot W. Daly, 64, president of 
the National Bank of Charleroi (Pa.) 
and Trust Company, was killed in an 
automobile accident on November 5. 
Mr. Kerfoot succeeded his father as 
president of the bank in 1922 and was 
a leader in business, civic and welfare 
work. ; 
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q John R. Mohr, vice-president of the 
Brooklyn (New York) Trust Company, 
died on November 20 at Brooklyn Hos- 
pital after an illness of several weeks. 
Mr. Mohr was first employed by the 
old Mechanics Bank of Brooklyn as a 
messenger. For the past six years he 
has been in charge of the mortgage 
department of the Brooklyn Trust Com- 
pany. 

@Grant McFerson, Colorado State 
Bank Commissioner for the past 22 
years, died last month in Denver of a 
heart attack. He was 73 years old, 
and had been in ill health for some 
time. 


q Edward Joseph Lucke, vice-president 
of the Greenwich (Conn.) Trust Com- 
pany, died November 9 at the age of 
55. He had been associated with the 
Greenwich Trust since 1922. 


Deposit insurance 


The Federal Deposit Insurance Cor- 
poration has begun the tabulation of 
the replies to the questionnaires sent 
out in October relative to an increase 
in the maximum amount of deposit in- 
surance. All insured banks were asked 
to furnish data on factors entering into 
a possible increase in the maximum 
coverage. No information as to the 
trend of the replies received will be 
given out until December. 


Education 


G With 275 members on the rolls the 
Grand Rapids, Michigan, Chapter of 
the American Institute of Banking has 
reached its all-time peak enrollment. 
The previous high was in 1929 when 
265 were listed. The national con- 
vention of the A. I. B. is scheduled to 
be held in Grand Rapids next year. 

Members of the New York Chapter 
of the A. I. B., several thousand strong, 
made an Armistice Day tour of the 
French liner Normandie. Other visits 
were made during the month to radio 
station WABC to see the broadcast of 
“We the People” and to the New York 
Curb Exchange. 


Equipment 


G An after-hour depository, supplied 
by the O. B. McClintock Co. of Min- 
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neapolis, Minn., has been installed for 
the convenience of customers by the 
Wisconsin National Bank at Water- 
town, Wisconsin. 


q The Central State Bank of Hutchin- 
son, Kansas, is installing a modern 
burglar resisting safe deposit vault. 


q That it pays bank customers to use 
waterproof ink is one of the facts to 
emerge from the New England flood 
area. Wills, deeds, and other legal 
documents in safe deposit boxes that 
were under water during the flood 
showed that where waterproof ink was 
used all that was necessary was to 
dry out the papers, while where wash- 
able ink was used the document must, 
in many cases, be redrawn. 


q Two uew posting machines for its 
savings accounts have been installed 
by the New Brunswick (New Jersey) 
Savings Institution, according to Nel- 
son Dunham, president. 


@ As visitors enter the grounds of 
the New York World’s Fair 1939, their 
passage through the gates will be 
“rung up” on the largest cash register 
ever built. This will be a feature of 
the National Cash Register Company’s 
exhibit. 

The cash register, which is now un- 
der construction, is 40 feet 6 inches in 
height and is mounted on top of the 
company’s centrally-located exhibit 
building in the amusement area. The 
register will revolve so that the fig- 
ures it records—figures six feet high 
and 74 feet up in the air—may be 
visible from practically all parts of the 
fair grounds. Besides the daily at- 
tendance, the steadily-mounting “total 
attendance to date” will be tabulated 
as the season wears on. 

Another feature of the National Cash 
Register Building will be a cash regis- 
ter surrounded by all of its 7000 parts 
under glass. 


Examinations 


GA confidential bulletin, designed to 
aid in the application of the formula 
relating to bonds required in the re- 
vised investment regulation, has been 
supplied national bank examiners. The 
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manual, however, will not be made 
available to bankers, according to 
First Deputy Comptroller Cyrill B. 
Upham. It had been hoped earlier 
that this bulletin, which is in mimeo- 
graphed form, would be available to 
bankers, since they are anxious to se- 
cure aid in applying the 18-month av- 
erage principle. 


Federal Reserve System 


q Claiming that the Clayton Act rela- 
tive to interlocking directorates should 
apply to non-member banks as well as 
to members of the Federal Reserve 
System, the Federal Reserve Board took 
action Novmber 9, postponing until 
August, 1939, provisions of Section 8 
of the act involving member banks. 

The postponement was ordered by 
the board in order to call the atten- 
tion of Congress to the discrimination 
of the act against members of the sys- 
tem. Authority used for the postpone- 
ment was the Banking Act of 1935 
which gives to the board power to 
“enforce compliance” and “to pre- 
scribe rules and regulations as it deems 
necessary.” 


Foreign trade 


q Speaking over the radio last month, 
Winthrop W. Aldrich, chairman of the 
board of the Chase National Bank of 
New York, described the new trade 
treaties between the United States, 
Canada, and Great Britain as a step 
toward prosperity. Mr. Aldrich said: 

“It would be a great mistake for 
any of us to attempt to determine by 
the examination of particular sched- 
ules whether greater concessions have 
been made by one or the other of our 
countries. It is definitely to the ad- 
vantage of all of us to have our tariffs 
reduced. The increase of foreign com- 
merce which comes from lower tariffs, 
greater freedom in trade lines and 
broader markets, leads directly to the 
increase of the general prosperity of 
us all.” 


Government Competition 

{ October sales of U. S. Savings bonds 
climbed to $38,398,115 compared with 
$32,866,272 in September and $27,- 
725,928 in October, 1937, according 
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to a report of the Treasury Depart- 
ment. 


Investments 


qThe mutual savings banks of the 
State of New York, through the Savings 
Banks Trust Company, have applied 
to the State Banking Department for 
authority to invest in the following 
corporate interest-bearing securities: 


American Telephone & Telegraph Co.: 
Debenture 54s 11/1/1943 $ 95,171,000 
Debenture 34s 10/1/1961 175,000,000 
Debenture 34s 12/1/1966 160,000,000 

Liggett & Myers Tobacco Co.: 
Debenture 7s 10/1/1944 9,665,000 
Debenture 5s 8/1/1951 12,887,000 

Mountain States Telephone & Telegraph 
Co.: 

Debenture 34s 6/1/1968 

Socony-Vacuum Oil Co., Inc.: 
Debenture 34s 10/15/1950 50,000,000 

Southern Bell Telephone & Telegraph Co.: 
Debenture 34s 4/1/1962 45,000,000 


30,000,000 


Under New York law, such an ap- 
plication must be made by not less 
than twenty savings banks or by a 
trust company all of the capital stock 
of which is owned by not less than 
twenty savings banks. In making its 
application the Savings Banks Trust 
Company said: 

“The selection of securities in re- 
spect of which application is submitted 
at this time was made in collaboration 
with other savings banks’ agencies. It 
is noteworthy that the companies are 
among the largest in their respective 
industries and derive their main reve- 
nues from a domestic business of dem- 
onstrated stability. A study of their 
financial history reveals in each case a 
strong financial condition and an earn- 
ing power capable of covering with a 
margin of safety the annual require- 
ments for the servicing of their obliga- 
tions. These facts furnish basis for 
the belief that the securities named 
merit consideration as investment 
media appropriate for savings funds.” 

No decision by the State Banking 
Department is expected for some time 
as an independent study by the depart- 
ment will doubtless be made. 


q For the first time in the history of 
the State of North Carolina, an entire 
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state issue of $4,620,000 was purchased 
by local institutions. The sale was 
made October 27 at the record low in- 
terest rate of 2.077 per cent. by State 


Treasurer Charles M. Johnson and the - 


Council of State. The sale of the offer- 
ing to a syndicate of North Carolina 
banks is regarded by officials of the 
state as significant of the fact that 
outside aid is no longer necessary to 
the state for its financing. 


New Banks 


@ The Fayetteville (North Carolina) 
Industrial Bank, chartered October 5, 
opened for business November 1. Capi- 
tal, which is all locally owned, amounts 
to $40,000 common stock with a par 
value of $100 per share and surplus 
$20,000. W. H. Marsh is president. 


q The Farmers State Bank of Madrid, 
Nebraska, chartered with capital of 
$10,000, surplus of $2500, and undi- 
vided profits of $1000, opened for busi- 
ness on October 24. Officers of the bank 
are: E. E. Jackman, president; H. G. 
Brainard, vice-president; and F. W. 
Jackman, cashier. 


New England Conference 
q Philip A. Benson, president of the 


Dime Savings Bank of Brooklyn, New 
York, and president of the American 


Bankers Association, addressed the 
New England Bank Conference on No- 
vember 4 on the subject of railroad 
securities. He said: 

“Considering the difficulties with 
the railroads and the present situation 
with respect to railroad earnings, there 
will be little institutional money avail- 
able for railroad bonds. This may be 
different if conditions change, but the 
railroads if their securities are to be 
attractive have to be given more of a 
chance than they have had in the past.” 
Adding an optimistic note, however, 
Mr. Benson remarked, “In order not 
to appear too pessimistic, let me say 
that there is a definite trend towards 
recovery. That is being reflected by 
increased carloadings and this means 
increased earnings. What should be 
brought about for the good of this im- 
portant industry is legislation which 
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will require a fair basis of rate mak- 
ing, elimination of unnecessary bur- 
dens, placing competing agencies on 
an equal basis, abandonment of un- 
necessary lines and consolidations of 
other lines where it is economically 
desirable. If these are obtained, we 
may yet have a great deal of railroad 
mileage operated on a profitable basis. 

“The thing that naturally occurs to 
us is what are the remedies for the 
dificult situation confronting the rail- 
roads? It is apparent that unless 
measures can be taken so that they can 
operate profitably, government owner- 
ship is inevitable. I do not believe 
anyone really desires government own- 
ership. 

“A number of suggestions have been 
made that would better the conditions 
of the railroads. It will be seen that 
they have one thing to sell—service. 
They ought to be able to sell this at 
cost and, in fact, to adjust their sell- 
ing price to meet expenses. The rail- 
roads themselves have a _ program 
which was discussed at a recent meet- 
ing held at the United States Chamber 
of Commerce at Washington and _ at- 
tended by those who were particularly 
interested in railroads. The points 
in the program. were: 

1. “Revision of the rate-making rule 
so as to require the I. C. C. to make 
rates that will secure as far as pos- 
sible a fair return and eliminate pres- 
ent rule requiring I. C. C. to consider 
effect of rates on movement of traffic. 

2. “Power of the states as to rates 
—commission to control intra-state 
rates, 

3. “Consolidations—adopt 
favorable to them. 

4. “Loans to railroads—remove some 
existing requirements. 

5. “Repeal of land-grant statutes— 
the Government has been well paid 
for its land. 

6. “Grade crossings and railroad 
bridges—those for the public benefit 
should be at public expense. 

7. “Railroad boards of adjustment. 

8. “Government competition. 

9. “Reparation. 

“If some great mind, with unlimited 
power to command, could apply itself 
to this problem, a useful and efficient 


policies 
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railroad machine. could be evolved. 
Waste, inefficiency, duplications could 
be removed. Rates would reflect the 
cost of the service, with fair wages 
to labor and a fair return on the capi- 
tal invested. I believe shippers could 
and should pay freight rates that 
would support an adequate railroad 
system—one that would fully serve the 
needs of the nation. But I’m afraid 
such ideas are but a dream of Utopia. 
It is not likely to happen!” 

The New England Bank Conference 
is held annually under the auspices 
of the New England Council’s bank 
committee, the chairman of which is 
John B. Byrne of the Hartford-Con- 
necticut Trust Company. Other speak- 
ers, besides Mr. Benson, were: Harvie 
Wilkinson, Jr., vice-president, State 
Planters Bank and Trust Company, 
Richmond, Va.; Ronald Ransom, mem- 
ber of the Board of Governors of the 
Federal Reserve System, Washington; 
A. George Gilman, president, Malden 
(Mass.) Savings Bank and president 
of the Savings Banks Association of 
Massachusetts; and Dr. James Grafton 
Rogers, master of Timothy Dwight 
College, Yale University. 


“Pay-as-You-Go” Banking 


The First National Bank, Palm 
Beach, Fla., opened a no-minimum per- 
sonal checking account department 
last July and reports now that it has 
found it a “profitable” form of bank- 
ing and states that “other banks that 
have not as yet installed such a de- 
partment are neglecting a good source 
of revenue and at the same time, a 
chance to create good will in their lo- 
cality.” 

A charge is made of 10 cents for 
each check issued by the depositor. 
No charge is made for check books, 
deposits, out-of-town checks or for any 
other service. Statements are mailed 
every three months. If a special state- 
ment is requested a charge of 25 cents 
is made. On checks returned for in- 
sufficient funds or uncollected funds, 
the charge is $2. Accounts are not 
considered closed until after six months 
of inactivity. 

The department was advertised by a 
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large display in newspapers when the 
department was opened as well as news 
items in local papers. Since then it 
has been advertised in newspapers 
about twice a week. In addition to 
newspaper advertising folders were 
mailed to about 22,000 residents of 
Palm Beach County. An employee 
campaign was conducted whereby $1 
was paid for each new account ob- 
tained, payable after the customer had 
written ten checks. 

During the first month, July, 1938, 
260 accounts were obtained; August, 
165, and September, 121, making a 
total of 546 new accounts in three 
months with an average balance of 
$167.66. The total income for the 
period was $506.66. The bank reports 
that while this does not cover the in- 
itial expenses of ledger and statement 
sheets, passbooks, signature cards, -etc., 
it is felt that with the increase of ac- 
counts the department will be operat- 
ing at a profit within six months. 

Concerning the good will feature the 
bank says: 

“The good will it has created for 
the bank, of course cannot be counted 
in dollars and cents, as we consider 
it invaluable. It is a service the local 
people needed, and they have shown 
their approval and we would not think 
of discontinuing it. As yet it has not 
been necessary to employ additional 
help, but we will do so as soon as 
business warrants it.” 


Personal 
q Eugene S. Duffield has been ap- 


pointed as special assistant secretary 
of the Treasury to succeed Cyril B. 
Upham, who resigned to become first 
deputy comptroller of the currency. 

Mr. Duffield comes from the staff of 
the Wall Street Journal. He is a 
native of Colorado and at one time 
was an instructor in American history 
at the Experimental College of the 
University of Wisconsin. 


@ Herbert Fleishhacker, president of 
the Anglo California National Bank, 
San Francisco, resigned on October 27 
as the result of civil litigation in which 
judgments of $700,000 were returned 
against him and several associates. 
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The case concerned the claims of stock- 
holders of the old Anglo and London- 
Paris banks that Mr. Fleishhacker 
had taken “secret profits” in a steel 
deal in which bank funds were em- 
ployed. Said Mr. Fleishhacker: 

“Judgments were rendered against 
me and the bank. The cases now are 
on appeal and I have steadfastly re- 
fused to settle or compromise either 
of them on any terms whatever. 

“I know I have not been involved 
in any wrongful or improper action, 
and I have hopes that the adverse 
judgments will be set aside on ap- 
peal.” 

Mortimer Fleishhacker, brother of 
the former president, is expected to 
consolidate the presidency with his 
present position, chairman of the 


board. 


@ Adrian Massia, vice-president of the 
New York Trust Company, spoke Oc- 
tober 27 at the Banking Seminar of 
the School of Business of Columbia 
University on “Investing for a Com: 
mercial Bank.” 


@ The Cleveland (Ohio) Trust Co. has 
elected as vice-president in charge of 
the new personal loan and time pay- 
ment department of the bank Kenton 
R. Cravens, formerly of the Commercial 


Credit Corp. 


Savings 

q Albert E. Embler, president of the 
Walden Savings Bank, Walden, N. Y., 
was elected president of the Savings 
Banks Association of the State of New 
York on the final day of the convention 


held aboard the Motorship “Kung- 
sholm” on October 26. The retiring 
president was Andrew Mills, Jr., presi- 
dent of the Dry Dock Savings Institu- 
tion, New York City. Vice-Presidents 
of the association representing the sev- 
eral geographical groups are: Charles 
Diebold, Jr., of Buffalo, Robert A. Mc- 
Caull of Auburn, Frank H. Williams of 
Albany, Robert Louis Hoguet of Man- 
hattan and Richard J. Wulff of 
Brooklyn. 

The convention took affirmative 
action looking toward the _ establish- 
ment of a cooperative retirement plan 
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for officers and employees; voted to 
continue its commii ee investigations in 
the field of possible new services which 
savings banks might extend to the pub- 
lic; voted in favor of the development 
and expansion of an organized research 
program and indicated its interest in 
the development of a codperative radio 
program to bring to the attention of the 
public the philosophy and utility of 
savings banking. 

The convention also decided to seek 
permissive legislation which would 
allow savings banks to offer small per- 
sonal loans to the public in areas where 
that service was needed. The conven- 
tion endorsed the action of the outgoing 
president and the executive committee 
in suggesting to the American Bankers 
Association the possibility of action 
which would place Federal savings and 
loan associations, Federal credit unions 
and similar federally chartered financial 
institutions under the supervision of the 
Comptroller of the Currency. 


Convention Dates 
1939 


January 25-27—Louisiana Bankers Asso- 
ciation. Conference at Louisiana 
State University, Baton Rouge, La. 

January 28—New Jersey State Safe De- 
posit Association. Newark Athlet‘e 
Club, Newark, N. J. 

February 14-16—Mid-Winter Trust Con- 
ference, American Bankers Associa- 
tion. Waldorf-Astoria Hotel, New 
York. 

May 3-4—Indiana Bankers Association. 
Claypool Hotel, Indianapolis, Ind. 
May 9-10—Mississippi Bankers Asso- 

ciation. Buena Vista Hotel, Biloxi. 

May 10-12—National Association of 
Mutual Savings Banks. New York 
City. 

May 11-13—New Jersey Bankers Asso- 
ciation. 

May 14-19—Virginia Bankers Associa- 
tion. Bermuda cruise on S. S. Queen 
of Bermuda. 

June 5-9—American Institute of Bank- 
ing. Grand Rapids, Michigan. 

DATE NOT YET DECIDED 


Financial Advertisers Association. To- 
ronto, Canada. 
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EVERY TRUST DEPARTMENT 
SHOULD HAVE 


NEW BUSINESS 


FOR THE 
TRUST DEPARTMENT 


By 
T. T. WELDON 


Here in the pages of this book you 
will find everything you need to 
know about building upand main- 
taining the business of your trust 
department. Includes merchan- 
dising, advertising, selling and 
administration. Price... . $5.00 


BANKERS PuBLIsHING Co., 465 Main St., CamsBripGe, Mass. 





CARRIAGEMAKER 


and 


Banker 


One of the cardinal virtues is timeliness. 
My neighbor, the carriagemaker, all Summer 
is making sleighs, and all Winter is making 
light, gay gigs and chariots for June and 
August; and so, on the first days of the new 
season is ready with his carriage, which is 
itself an invitation . . . In all one’s affairs the 
sense of being ready and up with the hour 
imparts to a man’s countenance a wonderful 
air of leisure and success. 


—Emerson’s ifn 


| HE BANKER like the carriagemaker finds time- 
liness one of his greatest assets. To be prepared 
today to meet his customers’ needs of to Ww 
he has found often means the difference between 
average results and successful leadership. 
Now, perhaps more than ever before, he is 
in doubt as to just which way events are turning. 
Both Government regulations and what seem to 
be fundamental changes in our business eco- 
nomics demand his attention. The banker who 
follows the trends of today as they are published 
in such a periodical as THE BANKERS MAGAZINE 
is the banker who will know the course for 
tomorrow. 


~~ 








